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Foreword

State, Local, and Federal Financing for lllinois Public Schools, 1996-97 provides information on the sources
and amounts of funds available for prekindergarten through post-secondary education in Illinois common
schools. Thispublication containsa summary of Fiscal Year 1997 appropriations to the IHinois State Board
of Education, as well as appropriations for educationally related purposes made to other state agencies.

Information is provided on the sources and uses of state revenues, sources of local revenues, school reform
legislation, and legislation which affects school financial management. Tax-rate limitations, interfund
transfers, short-and long-term borrowing, and information on the required recording of district revenues
and expenditures are also included. '

This publication is intended to serve as a source document for obtaining a basic understanding of Illinois
school finance. It can serve as a discussion guide, an outline for individual and group analyses, and
supplementary reading in school finance courses. Because much of the information in this document
provides an abbreviated treatment of complex matters, further study is necessary for a complete
understanding of school finance and program funding in Illinois schools. Included as appendices are a
glossary, a school finance bibliography, a graph of general state aid distribution, and representative forms
and computation sheets.

The information this year has been compiled by the State Board of Education, Center for Fiscal and Shared
Services, with input and assistance from other centers within the State Board of Education and the Bureau

of the Budget.
6‘ Joseph A. Spagnolo

State Superintendent
of Education
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OVERVIEW

Revenues for Illinois common schools for the 1996-97 school
year (state Fiscal Year 1997) total an estimated $13,188.5
million. In Ulinois, as in most other states, education is
financed through a combination of state, local and federal
monies. The state portion of these 1996-97 revenues is
$4,304.6 million (32.64%), the local share is an estimated
$7,730.9 million (58.62%), and the federal share is $1,153.0
million (8.74%).

State Funding

State revenues which support Illinois elementary and second-
ary schools are provided for a variety of legislatively estab-
lished programs. The majority of the state support for schools
(55.23%) is allotted through the General State Aid (GSA)
formula. For Fiscal Year 1997, a total of $2.378 billion in
General State Aid will be distributed to 905 school districts,
the laboratory schools at Illinois State University and the
University of lllinois, and 22 alternative schools. The amount
provided to each school district varies with its relative wealth
(as measured by property values), the number of students
attending its schools, a measure of the incidence of poverty
within its student population, and the local tax effort exerted
by the school district (as measured by minimum qualifying
property tax rates).

Other major state financial support for schools is in the form
of categorical and special program grants and grants for school
reform and improvement initiatives. State categorical grants
provide funds for special education, transportation, voca-
tional education, school lunches and breakfasts, bilingual
education, textbooks, adult education, and gifted and remedial
student programs. Reform and school improvement pro-
grams, most enacted in 1985, provide additional program
grants for at-risk programs such as preschool education,
elementary school reading programs and truancy and dropout
prevention projects.

The state also provides the employer’s (school district) contri-
butions to the two pension systems in which Illinois elemen-
tary and secondary teachers participate. State appropriations
for the Illinois Teachers’ Retirement System and the Chicago
Teachers’ Pension and Retirement System totaled $449.2
million for Fiscal Year 1997.

Included in our listing of state support for education are state
appropriations for educational purposes other than the opera-
tion of the common schools. Among the items included are
capital projects funding, support for public and nonpublic
school equipment purchases, and literacy program grants.

Local Funding

The primary source of local funding for Illinois schools is the
local property tax. The estimates of local revenues in this
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publication are based upon the local real property tax author-
ity of schools and the receipts of corporate personal property
replacement taxes. Excluded from these estimatesare proceeds
from the sale of bonds, income from the sale of property or
equipment, investment income, fees and assessments, rev-
enues from food program sales, and other miscellaneous
income such as impact fees from real estate developers.

Illinois real property values and related taxes are established on
a calendar-year basis. Property assessments for the 1996
calendar year provide the basis for property tax revenues
distributed in calendar year 1997. State-directed equalization
factors (multiplier adjustments) are designed to assure equal
valuation treatment across Illinois’ 102 counties. Equalized
Assessed Valuations (EAV) represent the taxable property
base for schools as certified by the Illinois Department of
Revenue.

The estimates for local property tax revenues for 1996-97 used
in this publication are approximations of the property tax
levies for the 1995 tax year. They represent tax extensions in
1996. This 1996 estimate of $7.289 billion is based upon the
most recent four-year average increase. Actual property tax
receipts to adistrict in 1996-97 will vary asa result of collection
differences,local accounting practicesand the tax rates adopted
in December 1995.

The other major source of locally related revenue for schools
is corporate personal property replacement tax (CPPRT)
revenues. Until 1979, Illinois law allowed the taxation of the
personal property of businesses. This revenue source was
eliminated in 1979 and replaced with an alternative tax on
llinois businesses. The CPPRT imposes a state-collected tax
on the net income of businesses (corporations, partnerships
and trusts) and an invested capital tax on utilities. The
proceeds of this tax are distributed to local taxing bodies in
proportion to the relative share of personal property taxes
received by these local taxing bodies prior to 1979. Collec-
tively, public schools receive approximately 52 percent of the
replacement revenues generated by the CPPRT. The remain-
ing revenues are distributed to over 5,000 other units of local
government.

The Illinois Department of Revenue reported that $422 mil-
lion in CPPRT was distributed to local schools in the 1996
fiscal year. About $426 million in CPPRT will be distributed
to local schools during the 1996 calendar year and about $439
million in Fiscal Year 1997.

Federal Funding

Federal financial support for the nation’s schools is provided
primarily through grants and reimbursements from the U.S.
Department of Education and the U.S. Department of
Agriculture made to state education agencies. Most federal



financial aid is directed toward the support of students from
low-income households or is limited to special programs or
populations.

Virtually all federal support for schools in Illinois is granted to
the Illinois State Board of Education (ISBE) and distributed, in
turn, to local school districts. Just over $1,153 million for
various federal programs has been appropriated by the Illinois
General Assembly for the 1996-97 school year. Of this
amount, approximately $1,119.2 million will be available to
local education agencies, with the remainder appropriated to
ISBE for the administration, monitoring, and program sup-
port services it provides directly. :

The two largest federal funding sources are the Improving
America’s Schools Act, Title 1 (IASA) program ($339.5 mil-
lion) and the U.S. Department of Agriculture’s school food
program ($320.6 million). Other significant federal funding is
provided for special education ($279 million) and vocational
education ($41.8 million).

The only significant federal funding provided directly to local
schools in Illinois is Federal Impact Aid. This assistance,
which offsets the loss of potential local property taxes attrib-
utable to federal use of property in a district, is estimated to be
$10 million for the 1996-97 school year.

State Sources of Revenues

For Fiscal Year 1997, state revenues to all funds will total an
estimated $29.4 billion. Major sources of state revenues are
individual and corporate income taxes (approximately 23.51
percent of estimated total 1997 revenues), federal grants and
reimbursements (28.09%), the Retailers Occupation and Use
(sales) Tax (18.45%), motor fuel taxes and fees (6.40%), and
gross proceeds of the Ilinois State Lottery (3.10%). Taxes on
alcohol, tobacco, parimutuel betting, real estate transfers and
private car sales, along with various other fee, licensure and
transaction proceeds, are included as part of total state rev-
enues. The state also raises revenues from the sale of general
obligation and other bonds.

Figure 1 depicts projected state revenues to all funds, by major
source, for Fiscal Years 1996 and 1997. The percentages of
revenues from these sources show a slight variance from Fiscal
Year 1996. The percentages of revenue from the state sales tax,
road taxes and fees, state lottery, bond proceeds, and the
income tax decreased; the percentages of revenues from federal
aid and all other sources of income increased.

State revenues and appropriations (spending authority) are
accounted for by assignment to various fund groupings. The
general funds, the largest fund grouping, constitute the major-
ity of appropriation authority.

Funding for Illinois schools is provided primarily through the
general funds grouping of the State of Illinois. This grouping
includes the General Revenue Fund, the Common School

ERIC

IToxt Provided by ERI .-

2

Fund, the Education Assistance Fund, and the Common
School Special Account Fund. Included in the revenue ac-
counting of these general funds are the net proceeds from the
Ilinois State Lottery, which are deposited to the Common
School Fund. The major sources of revenue to the state’s
general funds are the sales tax, the income tax, the public
utilities tax, and net lottery proceeds. The lower portion of
Figure 1 depicts, by source, the revenues of the state’s general
funds for Fiscal Year 1996 and an estimate of comparable
revenues for Fiscal Year 1997.

As shown in Figure 1, the revenues of the general funds are
projected to be $18.66 billion in Fiscal Year 1997, an increase
of $724 million over Fiscal Year 1996. Sales taxes are projected
at $5.423 billion for Fiscal Year 1997, an increase of $153
million over Fiscal Year 1996. Income taxes (corporate and
individual) are projected to remain at $6.913 billion in Fiscal
Year 1997, no increase over Fiscal Year 1996.

These projections of state income are based upon information
provided by the Illinois Bureau of the Budget as of November
1996. -

State Lottery Proceeds

The proceeds of the Illinois State Lottery represent a signifi-
cant source of state revenues. Approximately 37 percent of
sales of the state lottery become net revenue for the state. In
Fiscal Year 1996 lottery sales of $1.637 billion generated
approximately $594.1 million in net proceeds for state govern-
ment. (A portion of the gross proceeds from the Lottery is
used to make payments to prize winners.)

The Illinois State Lottery was enacted in 1973. The first
lottery proceeds were available in Fiscal Year 1975. Until
mid-1985 lottery proceeds were deposited to the state’s Gen-
eral Revenue Fund. As a result, lottery proceeds benefited
education and other state-operated programs and services. A
1985 change in state law provided that all net lottery proceeds
be deposited to the Common School Fund.

Asa result of this 1985 legislation, all net lottery proceeds are
dedicated solely to elementary and secondary education. This
fact, however, has becomeasource of public confusion. Many
mistakenly believe that this shift in state accounting practices
provided additional revenues to support education. Thisis not
the case.

Prior to this 1985 change, a majority of spending from the
Common School Fund was the result of transfers into the
Common School Fund from the General Revenue Fund.
With the 1985 change, the amount required from the General
Revenue Fund to meet appropriations from the Common
School Fund has been reduced by the available lottery pro-
ceeds. In short, this accounting change, while assuring that
lottery proceeds are spent entirely on elementary and second-
ary education, has reduced reliance upon monies from the
General Revenue Fund for education spending.
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The $595 million in lottery proceeds expected for Fiscal Year
1997 does clearly assist the state in funding elementary and
secondary education. Without this fourth largest source of
state operating revenue, the ability of the state to meet its
funding obligations to education would be diminished. Lot-
tery revenues represent about 13.8 percent of the state rev-
enues supporting elementary and secondary education.

Table 1 provides a comparison of net lottery proceeds to total
appropriations for elementary and secondary education from
Fiscal Year 1975 to Fiscal Year 1997.

As shown in Table 1, net lottery proceeds do not always
increase each year. In Fiscal Years 1988, 1991, 1993 and 1994,
the net lottery proceeds were less than in the prior fiscal year.

TABLE 1

Net Lottery Proceeds Compared

to Total Appropriations
for Elementary and Secondary Education
($ in millions)

Fiscal Total Net Lotterv Proceeds
Year Appropriations Amount % of Total
1997 $4,304.59 $595.002 13.82%
1996 3,994.81 594.10 14.87
1995 3,792.65 588.30 15.51
1994 3,611.50 552.10 15.29
1993 3,475.40 587.40 16.90
1992 3,433.90 610.00 17.76
1991 3,499.60 590.00 16.86
1990 3,487.50 594.00 17.03
1989 3,000.10 586.10 19.54
1988 2,866.40 524.41 18.30
1987 2,985.40 553.06 18.53
1986 2,767.90 551.79 19.94
1985b 2,427.90 502.83 20.71
1984 2,236.10 365.40 16.34
1983 2,103.20 216.30 10.28
1982 2,243.30 138.61 6.18
1981 2,328.10 90.35 3.88
1980 2,218.50 33.15 1.49
1979 2,128.90 32.63 1.53
1978 2,040.90 33.54 1.64
1977 2,000.60 43.63 2.18
1976 1,988.10 75.95 3.82
1975 1,631.00 55.19 3.38
* Estimate

b Beginning in FY 85, net lottery proceeds were deposited
into the Common School Fund

Riverboat Gambling Act

The Riverboat Gambling Act (Senate Bill 572, Public Act
86-1029) became effective February 7,1990. The Actimposes
a wagering tax” on the adjusted gross receipts received from
blmg games authorized under the Act at the rate of 20

3

percent. One-fourth of this tax revenue (subject to appropria-
tion by the General Assembly) is paid to the unit of local
government designated as the “home dock” of the riverboat.

The General Assembly may also make appropriations from
this source of revenue to the Department of Revenue and the
Department of State Police for the administration and enforce-
ment of this Act. The balance of the funds generated by this
source of revenue is paid into the Education Assistance Fund
(EAF). Any fines or penalties collected pursuant to this Act
are also deposited into the EAF.

Approximately $8 million was deposited into the EAF in
Fiscal Year 1992, $54 million in Fiscal Year 1993, $118 million .
in Fiscal Year 1994, $170.8 million in Fiscal Year 1995, and
$205 million in Fiscal Year 1996. Appropriations from the
EAF may be for elementary and secondary education pur-
poses (Section 18-19 of the School Code) or for higher educa-
tion purposes.

Other School Fund Revenues

In addition to lottery proceeds, revenues to the Common
School Fund comefrom avariety of other sources. One-fourth
of the state share of revenues from the Retailers’ Occupation
and Use Tax (commonly referred to as the state sales tax) is
deposited into the Common School Special Account Fund.
Portions of the receipts from the Bingo Tax Act and the
Cigarette Tax Act and of the revenues from the Telecommu-
nications Act (interstate messages tax) are deposited to the
Common School Fund.

Other sources of revenues earmarked for the Common School
Fund exist, though most of these contribute only small
amounts. An additional source of funding earmarked for
school-related activity is derived from portions of drivers’
license fees and license-related fines that are deposited into the
Driver Education Fund to support drivers’ education and
safety programs.

Uses of State Revenues

Myriad programs and services are supported by the revenues
and appropriations of the State of Illinois. Inaddition to direct
and contracted services such as public assistance, mental
health, corrections, and highway construction and mainte-
nance, the state provides a wide range of grants and reimburse-
ments to units of local government including school districts.
The state also collects and distributes certain revenues on
behalf of units of local government (local sales taxes and
regional transportation taxes).

Across all funds, state government appropriations for spend-
ing in Fiscal Year 1997 total $34.045 billion, a decrease from
Fiscal Year 1996 of $100 million or -0.29 percent. The Fiscal
Year 1996 and Fiscal Year 1997 distributions of appropriations
for all funds are shown in the left side portion of Figure 2.
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FIGURE 1

Estimated Revenues by Source

All Funds by Source

FISCAL YEAR 1996

State Lottery
(Gross Proceeds)
Federal Aid 3.19% All Other
27.50% 15.74%

State
‘ Sales Tax
Bond Road 19.11%

Income Tax

25.06% Proceeds Taxo
2.64%  8:75%

TOTAL: $27.582 Billion
(Actual)

FISCAL YEAR 1997

State Lottery
(Gross Proceeds)
Federal Aid 3.10% All Other
28.09% 18.75%

State

Income Tax Road Sales Tax

Bond o
23.51% Procesds  Tax 18.45%
1.70% 6.40%

TOTAL: $29.400 Billion
(Estimated)

General Funds by Source

FISCAL YEAR 1996

State Lottery
(Net Proceeds)
Federal Aid 3.31% All Other
18.61% 9.62%
200

State

. Sales Tax
Income Tax Ut’;il:bl.lrc 26.75%
37.06% y ax
4.64%

TOTAL.: $17.936 Billion
(Actual)

FISCAL YEAR 1997

State Lottery

(Net Proceeds)
Federal Aid 3.19% All Other
17.90% - 10.95%

State

Public Sales Tax
Income Tax Utility Tax 26.49%
37.05% y
: 4.42%

TOTAL: $18.660 Billion
(Estimated)

Source: Estimates provided by lllinois Bureau of the Budget - November 1996
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Approximately $8.27 billion, or 24.28 percent, of the total
state Fiscal Year 1997 appropriations across all funds is for
elementary and secondary and higher educational purposes.
The total for elementary and secondary education is $5.387
billion, or approximately 15.82 percent of all state appropria-
tions. Thistotal includes federal education funds appropriated
to the Illinois State Board of Education, as well as appropria-
tions and reappropriations made to other state agencies.

The total (all funds) appropriations, reflected on the left side
of Figure 2, support a wide variety of state government
activities. A more traditional view of state government
activities is represented by the operating budget of the state,
reflecting the appropriations from the state’s general funds.
The right side of Figure 2 reflects appropriations from the
general funds. In the main, the general funds are appropriated
from the General Revenue Fund, the Common School Fund,
and the Education Assistance Fund. Excluded from the
general funds are the state’s various capital building and
transportation funds, activity associated with most debt ser-
vice, certain state distributive aid, revolving funds and univer-
sity income funds.

Figure 2 also provides comparative information on the appro-
priations from the state’s general funds for various services.
The Fiscal Year 1997 appropriation total of $17.193 billion for
operating purposes represents an increase of some $647 mil-
lion from the comparable Fiscal Year 1996 appropriations.

Since most education appropriations are from the state’s
general funds, education overall representsalarger share of the
- state’s operating budget appropriations than of the total
appropriations. Appropriations for all educational activity
(higher education and common schools) are 35.73 percent of
the General Funds appropriations for Fiscal Year 1997.

Elementary andsecondary educationappropriations for Fiscal

Year 1997 represent 24.28 percent of total general funds
appropriations.

There are significant differences between the revenues shown
in Figure 1 and appropriations as shown in Figure 2. These
differences are largely attributable to interfund transfers and
reappropriations.

Proportions of State, Local and Federal
Education Funding

Table 2 depicts the support levels and the relative share of
funding for public elementary and secondary education in
Hlinois for the past 20 years.

For most years, federal funding includes amounts unspent in
prior years and reappropriated in the subsequent year. The
state appropriation totals in Table 2 include certain projects

and capital funds reappropriated from prior year(s). Addition-
ally, state totals include amounts appropriated for education-
ally related purposes other than the operation of the common
schools.

The local funds in Table 2 are further examined in Table 3.
Thelocal property tax figures in Table 3 represent approxima-
tions of available revenues. The figuresin thethird columnare
tax extensions—the product of equalized assessed property
values times the total tax rate as set by each district. These
figures represent accrued revenues generated from the total tax
rate of each district. Actual local property tax receipts for a
given school district can be affected by tax distribution delays,
protested tax payments, property assessment appeals, and tax
revenues not paid to school districts as a result of Enterprise
Zones or Tax Increment Financing areas. (Most school
districts in Illinois operate on a cash basis of accounting.)

For tax years 1976 through 1978, the amounts in the third
column of Table 3 are the combined proceeds from corporate
personal property taxes and real property taxes. Since 1979,
with the abolition of the corporate personal property tax
(CPPT), the state has collected the corporate personal prop-
erty replacement tax (CPPRT) and distributed these tax rev-
enues by formula to school districts. The CPPRT revenues
from 1979 forward are reflected in the fourth column.

The fifth column of Table 3 shows other local revenues of
school districts as reported to the Illinois State Board of
Education. These revenues include the income derived from
the sale of bonds (for years prior to 1987-88) or the sale of
property or equipment, investment income, income from
school food services, and revenue generated through fees and
assessments. The most recent dataavailable are for the 1994-95
school year.

Since most school districts operate on a cash accounting basis
and receipts can be incomegenerated from current or prior-year
tax extensions, total revenues from local sources lack a degree
of analytical comparability from year to year.

For comparative purposes, Table2 calculates the relative share
of state, local and federal funding, using the data in the last
column of Table 3 as the local share. This figure excludes
“Other Local Revenues,” as these funds are not the product of
taxation and are not comparable from an accounting perspec-
tive to the revenues from property taxes and corporate per-
sonal property replacement taxes.

A separateannual publication of the State Board of Education,
1llinois Public Schools Financial Statistics and Local Property Tax
Data, provides amore complete depiction of local revenues for
all school districts.
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FIGURE 2

Appropriation Authority by Purpose
- All Funds and General Funds - FY96 and FY97

ALL APPROPRIATED FUNDS FY96

GENERAL FUNDS
Health &
Elementary & Secondary Human Services Elementary & Secondary
All Other Education Higher 18.49% %:E/r Education
21.28% 14.79% 'g eue

- Education ‘

23.47%
8.41% Transportation

Public
Safety
4.86%
Health & " Hidher
Human i Public Aid Public Aid _ ‘
Services Tra?ipgzrtoztmn 22.14% 33.00% Public Safety Education
13.60% )

6.29% 11.14%

TOTAL: $34.145 Billion TOTAL: $16.546 Billion

ALL APPROPRIATED FUNDS FY97 GENERAL FUNDS
Elementary & Secondary
All Other Education Heath& Al Other Elementaty & Secondary
19.35% 15.82% Higher Human Services 7.89%

24.28%
Education

18.28%
\ 8.46% -
Public
Safety
5.10%

" Health &

Transportation Hish
Human  Trangportation Public Aid 0.35%  Public Aid Public Safety Ed p i
Services 15.27% 22.17% 31.10%. ublic Safety  Education
13.83% _ 6.65% 11.45%
TOTAL: $34.045 Billion. TOTAL: $17.193 Billion
o Source: Estimates provided by lllinois Bureau of the Budget - November 1996
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TABLE 2

State, Local and Federal Receipts of Funds for the Common Schools

($ in millions)
Percent Percent Percent
Year* State $ State Local $* Local Federal $  Federal Total $
1996-97 $4,304.6>  32.64% $7,730.9¢ 58.62% $1,153.04 8.74% $13,188.5
1995-96 3,994.8 32.07 7,339.8 58.91 1,123.7¢ 9.02 12,458.3
1994-95 3,792.6 32.38 6,841.0 58.40 1,080.6 9.22 11,714.2
1993-94 3,611.5 32.94 6,453.4 58.85 901.0 8.21 10,965.9
1992-93 3,475.4 33.37 6,078.1 58.35 862.9 8.28 10,416.4
1991-92 3,433.9 35.21 5,555.8 56.97 762.5 7.82 9,752.2
199091 3,499.6 37.72 5,060.7 54.54 718.7 7.75 9,279.0
1989-90 3,487.5 39.35 4,709.5 53.13 666.8 7.52 8,863.8
1988-89 3,000.1 37.75 4,308.3 54.21 639.4 8.04 7,947.8
1987-88 2,866.4 38.97 3,910.7 53.16 579.2 7.87 7,356.3
1986-87 2,985.4 41.81 3,634.9 50.91 519.8 7.28 7,140.1
1985-86 2,767.9 41.04 3,481.3 51.62 494.8 7.34 6,744.0
1984-85 2,427 .9 39.16 3,323.0 53.59 449.6 7.25 6,200.5
1983-84 2,236.1 38.15 3,182.9 54.30 442.4 7.55 5,861.4
1982-83 2,103.2 38.11 2,974.4 53.89 441.3 8.00 5,518.9
1981-82 2,243.3 40.15 2,844.9 50.91 499.6 8.94 5,587.8
1980-81 2,328.1 43.13 2,595.9 48.10 473.4 8.77 5,397.4
1979-80 2,218.5 42.34 2,485.0 47.43 536.3 10.23 5,239.8
1978-79 2,128.9 43.86 2,298.0 47.34 427.0 8.80 . 4,853.9
1977-78 2,040.9 44.32 2,134.0 46.35 429.8 9.33 . 4,604.7

» -

Includes local real property tax revenues as estimated by the total property tax extension of districts and corporate personal
property replacement fundsfor the years 1980-81 through 1996-97. For prior years, the total includes real and personal property
tax revenues. Not included as local revenue are proceeds from the sale of bonds, investment income, sales of fixed assets and
equipment, sales of food, and fees. See the last column of Table 3.

b Appropriated amount, including reappropriations (see detail at the end of Part I).

¢ Estimate based upon most recent four-year average, plus estimated Corporate Personal Property Replacement Tax receipts
beginning with 1980-1981.

a.

Appropriated amount, including reappropriations (see detailed table in Part II).

¢ Public Act 89-461, effective May 28, 1996, increased appropriations to the State Board of Education by $877,800 from federal
funds. '

* N.B. Fiscal years and school years overlap with local tax years. The state and federal funds shown are on a school-year basis
(June 30 year-end). Local revenues reflect a calendar-year basis. For example, the 1996-97 year includes actual state and federal
appropriations for state Fiscal Year 1997 and an estimation of local revenues accruing to school districts during calendar
(collection) year 1996. Local property tax receipts for 1996 are a function of property assessments and tax rates for tax year 1995.
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TABLE 3

Elemgntafy and Secondary School Income from Local Sources ($ in millions)

Tax Collection Property Tax ~ CPP Replacement  Other Local  Total Regular

Year Year Revenues? . Fund Revenues? Revenues®
1995 1996 $7,288.9¢ $442.0¢ N/A $7,730.9
- 1994 1995 6,914.0 - 425.8 926.3 - 7,339.8
1993 1994 - 6,476.9 ' 364.1 773.8 6,841.0
1992 1993 . 6,109.1 344.3 606.8 6,453.4
1991 1992 5,773.6 304.5 670.5 . 6,078.1
1990 1991 5,253.2 3026 669.9 5,555.8.
1989 1990 4,738.4 322.3 661.4 5,060.7
1988 1989 4,361.9 347.6 590.5 4,709.5
1987 1988 3,968.9 339.4 575.2f . 4,308.3
1986 1987 . 3,571.3 339.4 919.4 3,910.7
1985 1986 - 3,334.2 300.7 995.7 3,634.9
1984 1985 3,187 294.3 996.0 3,481.3
1983 1984 3,088 235.0 865.0 3,323.0
1982 1983 2,980 202.9 590.1 3,182.9
1981 1982 2,768 206.4 710.3 2,974.4
1980 1981 . 2,567 277.9 619.3 2,844.9
1979 1980 2,307 288.9 367.2 2,595.9
1978 1979 _ 2,485 LA 364.2 2,485.0
1977 1978 2,298 8 288.3 2,298.0
1976 1977 2,134 8 299.3 2,134.0

For the tax years 1979 through 1995, this represents accrued revenue estimated from real property taxes only. For tax years prior
to 1979, this represents estimated accrued revenue from real property taxes and corporate personal property taxes. Revenues
are derived by multiplying the total tax rate times the applicable equalized assessed property base for the tax year.

As reported to the State Board of Education by school districts on the Annual Financial Report. Information is not comparable
to the local revenues reflected in the second and third columns. No data are available for the 1995-96 school year.

For comparative purposes, only estimated local tax extensions and corporate replacement tax revenues are included.
Based upon most recent four-year average increase.
Estimated payments to be made by the Hllinois Department of Revenue for calendar year 1996.

This apparent sharp reduction in Other Local Revenues is due to a change in reporting. Bond proceeds and interfund transfers,

recorded as local revenues in prior years, were recorded and reported as Other Financing Sources beginning with Fiscal Year
1988.

¢ Included in prior column for years prior to 1979.
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TABLE 4

Operating Public School Districts by Type

Elementary Secondary Unit Total
School Year Districts Districts Districts Districts®

1996-97 392 107 406 905>
1995-96 392 107 - 408 907
1994-95 395 110 410 915
1993-94 400 110 414 924
1992-93 406 111 415 932
1991-92 410 113 423 946
1990-91 415 114 424 953
1989-90 418 115 428 961
1988-89 422 117 433 972
1987-88 423 - 119 439 981
1986-87 428 122 443 993
1985-86 431 122 444 997
1984-85 433 124 448 1,005
1983-84 435 125 447 1,007
1982-83 435 125 448 1,008
1981-82 - 437 125 448 1,010
1980-81 438 125 448 1,011
1979-80 438 125 448 : 1,011
1978-79 438 125 448 1,011
1977-78 443 126 448 1,017

* Does not include five state-operated school systems (the Department of Corrections school district, two state laboratory schools,
the Illinois Mathematics and Science Academy, and the Illinois Department of Rehabilitation state schools).

b Witt Community Unit School District 66 was annexed to Hillsboro Community Unit School District 3 effective December 4,
1996.




TABLE 5

Public and Nonpublic Pre-Kindergarten
through Grade 12 Fall Pupil Enrollment?

Year Public Nonpublic Total
1996-97° 1,974,388 325,500 2,299,888
1995-96 1,948,089 323,438 2,271,527
1994-95 1,920,289 : 320,290 2,240,579
1993-94 1,898,494 317,102 2,215,596
1992-93 1,877,785 315,995 2,193,780
1991-92 1,843,394 315,247 2,158,641
199091 1,816,182 318,625 2,134,807
1989-90 1,792,356 322,666 2,115,022
1988-89 1,790,566 328,280 2,118,846
1987-88 1,806,357 - 332,033 . 2,138,390
1986-87 1,819,392 339,680 2,159,072
1985-86 1,821,278 348,994 2,170,272
1984-85 1,829,619 352,079 2,181,698
1983-84 1,849,045 352,518 2,201,563
1982-83 1,875,770 353,412 2,229,182
1981-82 1,919,111 353,259 2,272,370
1980-81 1,979,545 353,622 2,333,167
1979-80 2,038,912 353,066 2,391,978
1978-79 2,106,239 353,152 2,459,391
1977-78 2,179,282 368,007 2,547,289

* Source: Fall Housing Report. Enrollment equals Pupils Housed minus Pupils Tuitioned In plus Pupils Tuitioned Out.

b Estimate based upon projections made by the Illinois State Board of Education for grades K-12. This estimate assumes the
number of preschool students in both public and nonpublic settings will remain constant.
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TABLE 6

Illinois Public School Finance Statistics?

: Per Capita Operating
District Type® Tuition Charge Expense Per Pupil
1994-95 AVERAGES Elementary $4,922.91 $5,463.93
Secondary 8,091.40 8,695.81
Unit 4,649.54 5,613.79
ALL DISTRICTS 5,108.05 5,922.40
Chicago SD 299 5,401.13 6,940.87
1993-94 AVERAGES Elementary $4,697.08 $5,263.64
Secondary 8,030.63 8,663.31
Unit - ' 4,452.73 5,375.38
ALL DISTRICTS 4,910.64 5,705.00
Chicago SD 299 5,111.54 6,525.25
199293 AVERAGES Elementary $4,639.47 $5,128.61
Secondary 7,979.09 8,518.44
Unit 4,349.49 5,256.05
ALL DISTRICTS 4,821.70 5,579.50
Chicago SD 299 5,135.97 6,596.36
199192 AVERAGES Elementary $4,442.71 $4,926.96
Secondary . . 7,685.76 8,254.25
Unit 4,111.43 4,987.07
ALL DISTRICTS 4,585.30 5,326.77
Chicago SD 299 4,607.28 6,030.79
199091 AVERAGES Elementary $4,224.50 $4,679.05
Secondary 7,279.62 7,826.10
Unit 3,957.54 4,755.87
ALL DISTRICTS 4,382.67 5,066.49
Chicago SD 299 4,387.39 5,674.70

¢ The Operating Expense per Pupil and Per Capita Tuition Charge rankings by district type for each district are included in Section III
of thellinois Public Schools Financial Statistics and Local Property Tax Data, a separate State Board of Education publication which
is disseminated annually. -

b Elementary School Districts: Pre-K—8
Secondary (High) School Districts: 9—12
Unit School Districts: Pre-K—12
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“The Rest of the Story”

The education community is often reminded that we are the
primary consumers of state and local tax dollars. We are also
reminded that since Fiscal Year 1976 the state has increased
spending by $2.32 billion, an increase of almost 117 percent.
Spending from local property taxes and corporate personal
property replacement taxes has increased by $5.874 billion, or
316 percent. Federal funding for elementary and secondary
schools in Illinois has increased by $886.5 million, or 333
percent.

On May 8, 1988, the Illinois Association of School Boards
issued Bulletin #265, IASB Legislative Report with the heading
“The Rest of the Story.”

“The Rest of the Story-Updated”

Amount
(Dollars in Millions)

Source of Increase
Funding FY 76 FY 95 $ %
State $1,988.1 $ 4,304.6 $2,316.5 116.52%
Local 1,856.8 7,730.9 5,874.1 316.36%
Federal 266.5 1,153.0 886.5 332.65%
Total $4,111.4 $13,188.5 $9,077.1 220.78%

The sometimes unspoken, but increasingly more spoken
question s, “What have you done with all that money and why
do you want/need more?”

[N.B. The adjustments for inflation to express amounts in
“constant {1976) dollars” were based on the implicit price
deflators, state and local government, consumption expendi-
tures and gross investment provided by the Bureau of Eco-
nomic Analysis (BEA) of the Department of Commerce. In
January of 1996, the BEA released its comprehensive revision
of the National Income and Product Accounts. The most
important changes were a shift in emphasis from fixed-weighted
to chain-weighted measures of output and prices; a change in
the base year from 1987 to 1992; a new treatment for govern-
ment expenditures; and a change'in the way depreciation on
physical capital is estimated. These changes are far too
complex to explain in a few paragraphs. All of the inflation
factors used in the sections which follow—except for 1976
which remains at 1.00—have been changed. These changes
have resulted in changes in the calculated constant (1976)
dollars for each year since 1976 and in all related calculations.]

State Funding

Since Fiscal Year 1976, state funding for elementary and
secondary education has increased from $1.99 billion to $4.30
billion. That appears to be asignificant amount of growth.
When adjusted for inflation since 1976, however, a very
different picture emerges. The purchasing power of those
dollars has dropped from $1.99 billion to $1.63 billion, a
decrease of 18.18%. In other words, the $4.30 billion of state
money appropriated for Fiscal Year 1997 will only purchase
what $1.63 billion of state money could have purchased in
1;976. (Figure 4)

<
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Local Funding

During the same period of time, local funding for elementary
and secondary education has increased from $1.86 billion to
$7.73 billion, or slightly more than 316 percent. When
applying the same adjustment for inflation as used above for
state funding, the $7.73 billion in Fiscal Year 1997 can pur-
chase what $2.94 billion could have purchased in 1976. In
terms of constant (1976) dollars, spending from local sources
increased by $1.08 billion, or 58.06 percent. (Figure 5)

Federal Funding

Between 1976 and 1997, federal funding has increased from
$0.27 billion to $1.15billion, or more than 332 percent. When
adjusted for inflation, the $1.15 billion in 1997 can purchase
what $0.44 billion could have purchased in 1976. In terms of
constant (1976) dollars, this represents an increase from $0.27

billion to $0.44 billion, or 62.96 percent. (Figure 6)

Total Funding

Total funding for elementary and secondary education has
increased from $4.11 billion in Fiscal Year 1976 to $13.19
billion in Fiscal Year 1997, an increase of about 221 percent.
When adjusted forinflation, however, the increase (in terms of
1976 Constant Dollars) is only about $872 million, or 21.21

percent. (Figure7)
“The Rest” of the Rest of the Story

The preceding information has been challenged as not telling
the “entire story.” Because pupil enrollment has been decreas-
ing since Fiscal Year 1976 (School Year 1975-76) the appropria-
uons per pupil have compensated for the apparent loss in
constant (1976) dollars.

Table 7, State Appropriations per Pupil Enrolled, Current
Dollars and Constant Dollars has been included in this publi-
cation for the third year.

In terms of current dollars, State appropriations per pupil
went from $877.53 per pupil in Fiscal Year 1976 to $2,050.62
in Fiscal Year 1996, an increase of 133.68 percent, and to an
estimated $2,180.22 per pupil in Fiscal Year 1997, an increase
of 148.45 percent.

In terms of constant (1976) dollars, State appropriations per
pupil have decreased from $877.53 in Fiscal Year 1976 to
$796.36 1n Fiscal Year 1996, a decrease of 9.25%. After Fiscal
Year 1976, the State appropriation per pupil, in terms of
constant dollars, (except in Fiscal Year 1979) decreased each
year unul Fiscal Year 1984 when a four-year period of in-
creases began. From Fiscal Year 1988 through Fiscal Year
1996, there were four years of decreases and five years of
increases. The estimated state appropriation per pupil (con-
stant dollars) for 1997 is $823.89, a decrease of 6.11%.

In Fiscal Year 1990, State appropriations per pupil enrolled, in
terms of constant dollars, exceeded the Fiscal Year 1976
amount by $9.15. In every year except one since Fiscal Year
1976, the State appropriation per pupil has been less than in
Fiscal Year 1976.

Any questions should be directed to the Center for Fiscal and
Shared Services, telephone 217/782-5256.



]

JUBISU0D 9/6| —*— uauny —m— JeaA jeosid
6 9% G6 6 €6 <26 16 06 68 88 /8 98 S8 H8 €8 28 18 08 6L 8. IL 9L
T T T T T T T T T T T " T T T 1 T T T L _ T Q”
I$
16°1
£€9°1
—a—1 7§
- \l/l l\l
- —~—a— 66
I~
= €$
. 66°C
& "
l\
-
v$
0eE" v
E)

uoiyeonp3 Alepuooag pue Alejuaws|g
sJej|o JUBIsuoD 9/61 "SA slejjog juaungd
ONIANN4 31V1S

¥ TANOId

ool

suoljiig' ut suejjoQg

14



G

WUEISUOD 961 —¢— uaLN) —8— Jea, |eosld
l6 9% 66 V6 €6 <26 |p 06 68 98 /8 98 S8 v¥8 €8 ¢Z8 18 08 6L 8. L. 9L
v8° 1T
e v
s .
98

gL”

uoneonp3 Alepuoosg pue Alejuswalg
sJe|jog JUBISUOD 9/61 "SA Sle|joq Jusun)
. ONIANNG TvOO0T

§ TYNOI

03

1$

26

12

¢s

9%

L3

8$

suolig ul ssejloq

15




4g

.6

jejsuod ONQF —e— JUaund —8—

96

G6

»6

€6

Z6

JeaA |eosly
16 06 68 88 /8 98 68 8 €8 28 I8 08 6. 8.

LL

9L

T

T

U T T T T T T T T T T T T T

51

co:mo:uu fuepuooag pue Aiejuswa|g
slejjoQ JUBSuo? 9/61 "SA SIejjoq Jusung
ONIANN4 TvyH3a34d

9 TUNOId

0'$

A

v

9'¢

8'$

0'Ls

- Z18

vis

suoliig ui sJejoQg

3¢

16




jueysuod 9/61 —— jusuny —m— B3 A je2SIH

l6 96 G6 6 €6 ¢6 16 06 62 88 /8 98 S8 P8 €8 <8 18 08 6L 8L LL 9.

T T T T T T T T T T L4 T T T T T T T T T T T Ow

29°¢t c$

» . 9%

17

i€ 8s

suoljiig ui siejjoQ

01$

l\\ 4%

6T €1

vi$
uoneonp3 Alepuodag pue Aiejuswalg

sJejjoq UBISUO) 9/6| 'SA siejjoq juaund
ONIAONN4 V101

£ dNOId




TABLE 7

State Appropriations per Pupil Enrolled, Current Dollars and Constant Dollars
Fiscal Years 1976 through 1997

State Appropriations % Change in

State Appropriations per Pupil Enrolled  Constant Dollars

Constant (1976) Current  Constant per Pupil
Fiscal Year Current Dollars* Dollars* Fall Enrollment Dollars Dollars Enrolled
1976 $1,988,100 $1,988,100 2,265,570 $877.53 $877.53 0.00%
1977 2,000,600 1,889,712 2,234,100 895.48 845.85 -3.61
1978 2,040,900 1,802,613 2,179,282 936.50 827.16 -2.21
1979 2,128,900 1,756,214 2,106,239 1,010.76 833.82 +0.81
1980 2,218,500 1,652,366 2,038,912 1,088.08 810.42 -2.81
1981 2,328,100 1,561,016 1,979,545 1,176.08 788.57 -2.70
1982 2,243,300 1,396,990 1,919,111 1,168.93 - 727.94 -7.69
1983 2,103,200 1,237,133 1,875,770 1,121.25 659.63 -9.40
1984 2,236,100 1,261,637 1,849,045 1,209.33 682.32 T +3.46
1985 2,427,900 1,313,202 1,829,619 1,326.99 717.74 +5.19
1986 2,767,900 1,449,686 1,821,278 1,519.76 795.97 +10.90
1987 2,985,400 1,511,970 1,819,392 1,640.88 831.03 +4.40
1988 2,866,400 1,399,193 1,806,357 1,586.84 774.59 -6.79
1989 3,000,100 1,424,076 1,790,566 1,675.50 795.32 +2.68
1990 ‘ 3,487,500 1,589,251 1,792,356 1,945.76 886.68 +11.49
1991 3,499,600 1,526,323 1,816,182 1,926.90 840.40 -5.22
1992 3,433,900 1,463,987 . 1,843,394 1,862.81 794.18 -5.50
1993 3,475,400 1,448,011 1,877,785 1,850.80 771.13 -2.90
1994 3,611,500 1,483,107 1,898,494 1,902.30 781.20 +1.31
1995 3,792,600 1,521,910 1,920,289 1,975.02 792.54 +1.45
1996 3,994,800 1,551,385 1,948,089 2,050.62 796.36 +0.48
1997 4,304,600 1,626,673° 1,974,388b 2,180.22° 823.89b +3.46°
2 In thousands of dollars.

b Estimate
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PART I
State Education Programs

An estimated 1,974,388 students will be enrolled in Illinois
public schools in 1996-97, a total exceeded only by California,
Texas, New York and Florida. Illinois’ 905 regular school
districts and its state-operated schools serve approximately 4.4
percent of the nation’s 44.7 million public school students.

A wide range of educational services, many required by state
or federal statutes, is provided in Illinois public schools. State
revenues supporting public school programs are appropriated
“annually by the Ilinois General Assembly and enacted into
law with the approval of the Governor. Appropriations for
non-capital grants and payments to public schools are made to
the State Board of Education from the state Common School
Fund, the Education Assistance Fund, the General Revenue
Fund andthe Driver Education Fund. Appropriationsarealso
made from the state’s Corporate Personal Property Replace-
ment Tax Fund, resulting in disbursements by the Hlinois
Department of Revenue directly to school districts.

Hlinois law allows three different types of public school
districts. Elementary districts provide schooling for
pre-kindergarten through grade 8 students. Secondary (high
school) districts serve students in grades 9 through 12. Unit
districts are organized to serve students at all gradelevels. Most
secondary districts serve geographic areas which include mul-
tiple elementary districts. When this situation occurs, the
term “dual district” is used to describe the organizational
format.

This part summarizes funding information about more than
seventy separate programs or categories of state assistance to
elementary and secondary schools. These programs are
discussed under two major groupings: Appropriated to the
State Board of Education and Appropriated to Other State
Agencies.

Appropriated to the
State Board of Education

Common School Fund Programs
General State Aid

Over 62 percent ($2.378 billion) of the annual appropriations
of the State Board of Education is used to provide General
State Aid to local publicschools. Chicago School District 299
will receive about $503.3 million, or 21.2 percent of that
amount.

The distribution of General State Aid (GSA) to Illinois com-

mon schools is determined by a statutorily defined funding

formula. The formula provides for different methods of

funding allocation, dependent primarily upon the equalized

assessed valuation of property within a particular school
Q

7

19

district. For 1996-97, 689 districts received funding under the
Special Equalization computation. The Alrernate Method
calculation was used to fund 150 districts, and 66 districts were
funded under the Flat Grant method. The amount of GSA
distributed to school districts is determined by the yearly
appropriations made by the Illinois General Assembly and
signed into law by the Governor.

A description of the state aid funding formula is provided in
Appendix C,as well as information about the formula funding
levels for 1996-97.

Supplementary (Hold-harmless) Payments

Subsection A5(0) of Section 18-8 of the School Code provides
for supplementary (hold-harmless payments) to any school
district whose 1996-97 General State Aid net entitlement is less
than its 1995-96 net entitlement. $23,200,000 has been appro-
priated for this purpose.

Interest on Deferred General State Aid Payments

Section 18-11 of the School Code (Payment of Claims) pro-
vides for the compensation of districts for interest lost each
year due to the deferral to July of that part of their General
State Aid payments that previously had been paid during the
immediately preceding June. These payments are to be
recordedinRevenue Account Number 3025 inany fund of the
district except the Working Cash Fund.

The appropriation for this purpose for Fiscal Year 1997 was
$1,252,300. Payments to districts were made in September of
1996.

Supplementary State Aid for New and Certain Annexing
Districts

The Fiscal Year 1997 appropriations totaled $11 million for
supplementary state aid payments to new and certain annexing
districts. For a more complete discussion of this topic, please
refer to Part IV.

Regional Superintendexits of Schools/Educational
Service Regions

Responsibilities and Compensation. Article 3 of the School
Code provides for 45 Educational Service Regions to support
and supervise various aspects of school activity. Each region
encompasses one or more counties and is headed by a regional
school superintendent elected by the voters of the region.
Each Educational Service Region has a Regional Office of
Education. State and federal funding for schools is distributed
through the office of the regional superintendent serving each -
school district. Vouchers executed by the State Board of
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Education are payable to the regional superintendent. Each
regional office, in turn, is to distribute payments and any
accumnulated interest to the local school districts unless a
contract exists providing for the regional office to retain
interest for specific services provided the districts. When the
provisions of Senate Bill 1324, Public Act 88-641 become
effective, payments will be made directly to school district
treasurers. About ninety districts (none in Cook County) are
participating in a pilot program using wire transfer technol-
ogy. In Cook County payments are made directly to town-
ship school treasurers or school district treasurers.

The Cook County Educational Service Region ceased to exist
as of June 30, 1994. Effective July 1, 1994, the State Board of
Education assumed the duties and responsibilities of that
office. On August 7, 1995, a new Regional Office of Education
for suburban Cook County became operational. The sum of
$940,000 is appropriated to the State Board of Education “for
operational costs to provide services associated with the Re-
gional Office of Education for the City of Chicago.” (Direct
quotation from the Appropriations Act, Public Act 89-501)

Senate Bill 937 (Public Act 88-89) reduced the total number of
Educational Service Regions and regional superintendents to
45 1n 1995. All current regional superintendent duties are
retained except disbursement of funds to school districts
unless they enter into an intergovernmental agreement with
districts to do so. '

Also effective in August of 1995, the responsibilities of the 14
downstate Educational Service Centers were transferred to
Regional Offices of Education. These responsibilities will be
administered by regional superintendents.

The General Assembly determines salaries of regional super-
intendents according to the 1990 population of the region
served. The salaries of regional superintendents are as follows:

Population of Region Annual Salary
Less than 48,000 $66,000
48,000 to 99,999 70,500
100,000 to 999,999 74,000
1,000,000 and over 76,000

Each regional superintendent is authorized to appoint at least
one assistant regional superintendent. The salary of an assis-
tant regional superintendent ranges from 70 to 90 percent of
the salary of the regional superintendent, dependent upon the
qualifications of the assistant. For Fiscal Year 1997, $6.46
million is appropriated for the salaries of 45 regional superin-
tendents and their assistants.

Regional Superintendent Audit. The Illinois State Board of
Education is responsible for assuring that annual audits are
conducted of the financial records of each Educational Service
Region. Such audits are to be conducted in accordance with
Generally Accepted Government Auditing Standards. Sec-

tion 2-3.22 of the School Code requires the State Comptroller
Q
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to withhold funds due to school districts in the regional
superintendent’s educational service region or his/her com-
pensation until the annual audit is furnished.

The State Board of Education, on February 15 of each year, is
required to notify the Legislative Audit Commission in writ-
ing of the completion, or of the reasons for the noncomple-
tion, of each audit required by Section 2-3.17a. The State
Board of Education is also required, within 60 days after each
regional superintendent’saudit report is completed, to furnish
a copy of that audit report to each member of the General
Assembly whose legislative district includes any part of the
educational service region served by that regional superinten-
dent and to publish a notice in a newspaper published in the
educational service region where the audit report has been
preparedandisavailable for inspection during regular business
hours at the office of the regional superintendent.

For Fiscal Year 1997, $603,300 is appropriated to the State
Board of Education for the payment of contracts for financial
audits of each Educational Service Region.

Supervisory Expense Fund. Section 18-6 of the School Code
provides that the State Board of Education shall annually
request an appropriation from the Common School Fund as
a regional supervisory expense fund, aggregating $1,000 per
county per fiscal year.

Each Regional Superintendent of Schools may draw upon this
fund for the expenses necessarily incurred in providing super-
visory service in his or her region. The Fiscal Year 1997
appropriation is $102,000.

Pupil Tuition Claims for Orphanages and Children’s
Homes or State-Owned Housing

Section 18-3 of the School Code authorizes eligible districts to
file a claim for the annual tuition cost for the current school
year of pupils from orphanages, children’s homes, or’
state-owned housing who attendedgrades kindergarten through
12 of the public schools maintained by the school district.
Payment is based upon a district’s prior-year, per capita
tuition charge multiplied by the average daily attendance of
the pupils from these special settings. The Fiscal Year 1997
appropriation is $12,453,200.

House Bill 2937, Public Act 88-575, effective August 12, 1994,
amended Section 18-3 to provide that any payments pro-rated
during Fiscal Year 1994 and thereafter must be paid in full
before current year claims can be paid.

Tax-Equivalent Grant

Section 18-4.4 of the School Code, as amended by House Bill
207 (Public Act 89-698), effective January 15, 1997, provides
for tax-equivalent grants. When a state institution islocated in
aschool district in which the state owns 45 percent or more of
the total land area, the school district is eligible to file for a
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tax-equivalent grant. For Fiscal Year 1995 through Fiscal Year
2001, the grant shall equal 0.5% of the computed equalized
assessed valuation of the land owned by the State.

Theamendment to this Section contains anautomatic repealer
clause; this Section is repealed as of July 1, 2001.

Only one district in the state currently qualifies for a
tax-equivalent grant. The Fiscal Year 1997 appropriation is
$172,800.

Teachers’ Retirement Contributions

Certificated elementary and secondary public school person-
nel participate in one of two teacher retirement systems.
Qualified personnel of the Chicago Public Schools participate
in the School Teachers Pension and Retirement Fund of
Chicago. Personnel in all other districts and professional
employees of the State Board of Education participate in the
Teachers’ Retirement System of the State of Illinois.

TheState of Illinois is responsible for assuring pension benefits
are paid to retired teachers. The state makes annual payments
toward the support of both teacher retirement systems. These
payments represent employer contributions to the earned
benefits of active members. Though a variety of provisions
affect the desired or required contributions by the State of
Illinois to these systems, the amount contributed each year is
a direct function of the amount appropriated by the General
Assembly and signed into law by the Governor.

For Fiscal Year 1997, appropriations to these systems totaled
approximately $449 million, as follows:

State of Illinois Teachers’ Retirement

Regular $346,565,500
Early Retirement Incentive Program 937,000
Supplementary 31,469,500
Additional Costs Due to Establishment

of Minimum Retirement Allowances 8,113,000
Chicago Teachers’ Retirement
Regular $ 62,044,700
Supplementary 50,000

The regular appropriation for the Chicago system and the
early retirement incentive program appropriation reflected
above are appropriated to the State Board of Education. In
turn, ISBE sends vouchers for partial payment amounts semi-
monthly, on thesameschedule as General State Aid payments.
Regular payments for the Chicago System are vouchered to
the Chicago Board of Education which is responsible for
payment to the Chicago Teachers’ Retirement System.

The regular appropriation for the downstate system, supple-
mentary appropriations and the appropriation for additional
costs due to the establishment of minimum retirement allow-
ances reflected above are payable directly to the respective
retirfment systems. These appropriations are to meet the
LS
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requirements of specific sections [40 ILCS 5/16-135, 16-136.2,
16-136.3and 16-147 (downstate),and 40 J1.CS 5/17-154, 17-155
and 17-156 (Chicago)] of the Illinois Pension Code, and
Section 8.12 of An Actin Relation to State Finance, approved
June 10, 1919, as amended (30 ILCS 105/8.12).

Categorical and Special Funding Programs

Transportation Claims and Reimbursement

Regular Pupil Transportation. The State of Illinois, through
the State Board of Education, provides reimbursements to
school districts for certain pupil transportation costs. Subject
to various limitations, the state reimburses the “allowable
costs” of transporting “eligible” pupils. Reimbursement is
adjusted to require districts to assume a qualifying amount of
financial responsibility. A district’s qualifying amount is the
district’s equalized assessed valuation multiplied by a compu-
tational tax rate. This computational rate is .06 percent for
elementary districts, .05 percent for secondary districts, and
.07 percent for unit districts. The claim for a district is the
greater of the amount computed in the reimbursement for-
mula, or $16 multiplied by the number of eligible pupils
transported.

Pupils eligible for a district’s program include those residing
one and one-half miles or more from their attendance center
and students who must reach school by walking through a
safety hazard area. Designation of a safety hazard area is made
by local boards of education, using guidelines established by
the Illinois Department of Transportation (IDOT). Final
approval is the responsibility of IDOT.

Transportation costs eligible for reimbursement are governed
by Section 29-5 of the School Code and by regulations
promulgated by the State Board of Education. In general,
these rules prohibit reimbursement for non-eligible pupils and
for non-eligible transportation such as extramural sports
travel. A school district may provide transportation through
itsown program or under contract to a transportation carrier.
Section 29-5 and the regulations of ISBE also govern various
aspects of the accounting for allowable costs. (See Allowable
Pupil Transportation Costs.)

Funds paid in the current fiscal year are reimbursements for
claims filed by districts for the prior fiscal year’s costs.

Claims may be reduced in some cases. If the claim amount, as
computed by the formula, exceeds four-fifths of the cost to
transport eligible pupils, those districts with a transportation
fund tax rate less than .12 percent will have their claims
reduced. Theamount of reduction is computed by subtracting
the respective district’s transportation tax rate from .12 per-
cent and multiplying the difference by the district’s equalized
assessed valuation. This reduction cannot, however, decrease
the reimbursement below the four-fifths level for those dis-
tricts whose claim computation is 80 percent or more of the
allowable costs.
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For Fiscal Year 1997, atotal of $132 million is appropriated for
the reimbursement of the 1995-96 regular and vocational
transportation claims of school districts. The amount appro-
priated is estimated by the State Board of Education to be
sufficient to reimburse about 91.4 percent of the eligible costs
of districts.

Vocational Pupil Transportation. State transportation reim-
bursement is provided to any school district which transports
resident pupils during the school day to an approved voca-
tional program. Approved programs include area vocational
centers, the vocational program of a school that is more than
one and one-half miles from the school attended, another
school district’s program offered through an approved joint
agreement, and a community college program providing ad-
vanced training for students in grades 11 and 12 who desire
preparation for a trade. State reimbursement is four-fifths of
the allowable cost of such transportation.

State reimbursement for regular and vocational education
pupil transportation is made on a quarterly basis.

Special Education Pupil Transportation. Section 14-13.01(b)
of the School Code provides for State reimbursement for the
transportation of pupils with disabilities as described in Sec-
tion 14-1.02. Reimbursement is four-fifths of the “allowable
costs” of transportation for each child who, pursuant to his/
her IEP, requires special transportation services. Reimburse-
ment may be provided for qualified transportation for such
students enrolled in both public and nonpublic schools.

Allowable costs are subject to state statute and the rules and
regulations of the State Board of Education.

The Fiscal Year 1997 appropriation of $125,584,200 is suffi-
cient to reimburse approximately 90.6 percent of the 1995-96
special education transportation claims of districts. Payments
are made quarterly.

Allowable Pupil Transportation Costs. Section 29-5 of the
School Code defines allowable costs for all types of pupil
transportation reimbursement. Allowable costsinclude physi-
-cal examinations including drug tests, salaries of drivers,
salaries of school bus maintenance personnel, payments to
independent carriers, pre-approved contractual expenditures
for computerized bus scheduling, gasoline and other supplies,
workshops for drivers, maintenance of buses, leasing and
rental costs, insurance and licenses, and depreciation for
vehiclesand equipment. The annual depreciation allowance is
20 percent for school buses and vehicles approved for allow-
able pupil transportation services. Special educationallowable
costs also include expenditures for salaries of attendants or
aides for the portion of time spent inassisting pupils in transit.

School districts may also claim all transportation supervisory
salary costs and all transportation-related building and build-
ing maintenance costs, subject to the rules and regulations of
the State Board of Education.
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Indirect costs are included in the reimbursement claim for
districts which own and operate their own school buses. Such
indirect costs include administrative costs, any costs con-
nected with buildings used for transportation services, or any
costs attributable to transporting pupils from their attendance
centers to another school building for instructional purposes.
No school district which owns and operates its own school
buses may claim reimbursement for indirect costs which
exceed five percent of the total allowable costs for pupil
transportation.

Hazardous Conditions Determinations. The law allows trans-
portation of pupils who live less than one and one-half miles
from theschoolattended when hazardous conditions exist and
public transportation is not available. For determination of
the one and one-half miles, distance is measured from the exit
of the property where the pupil resides to the school along
normally traveled roads or streets. The determination of a
safety hazard is made by the local school board, in accordance
with rules promulgated by the State of Illinois, Department of
Transportation, in consultation with the State Board of Edu-
cation. The Department of Transportation reviews the find-
ings of the local school board and approves or disapproves the
findings within 30 days.

The law also requires every school board to review the
hazardous conditions annually and certify to the State Super-
intendent of Education whether or not those conditions
remain unchanged. Furthermore, the State Superintendent
may request that the Department of Transportation verify
that the conditions have not changed.

Pupil Transportation Reimbursement to Parents/Guardians.
Section 29-5.2 of the School Code authorizes payments to
parents/ guardians of eligible students for qualified transporta-
tion expenses. Eligibility criteria include the following:

1. Thepupil must be under the age of 21 years at the close of
the school year.

2. Thepupil must be a full-time student in grades kindergar-
ten through 12,

3. Thepupilmustliveeither: 1) 11/2 miles or more from the
school attended, or 2) within 1 1/2 miles from the school
attended for which the parent/guardian has received a
formal verification from the Illinois Department of Trans-
portation that a serious safety hazard exists. Apphcanon
forsuch verification must be obtained from the respective
regional superintendent and completed and returned by
the parent/guardian to that regional superintendent on or
before February 1. Those applications approved after
September 1987 are valid for 4 years, as long as conditions
do not change the qualified status of the application.

4. The parent/guardian resided within Illinois during the
time period expenses were incurred.

5. - The school the pupil attended is located within Illinois
and satisfies the Illinois compulsory attendance law.
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6. The pupil did not have access to transportation to and
from school provided entirely at public expense.

7. The parent/guardian incurred expenses for transporting
the pupil to and from school.

The chief school administrator of each school affected must
notify the parents/guardians of eligible students about this
reimbursement program by the first Monday in November.
Parents/guardians are required to complete the claim form at
the school(s) their children/child attend(s). Such forms are
available at the schools from sometime in February through
the deadline of June 30.

Parents/guardians meeting eligibility criteria and completing
the necessary forms within the required timelines will receive
the lesser of the cost of transportation or the average per pupil
reimbursement given to public schools for regular pupil
transportation. Claims will be prorated if insufficient funds
are appropriated for the program by the General Assembly.

For Fiscal Year 1997, the appropriation for this purpose is

$5,120,000, which includes $120,000 for operational costs.

School Bus Safety Control Devices. The amount of $150,000
was appropriated for the purchase of school bus safety control
devices to becompetitively granted to school districtsstatewide.

Transportation Program Information. Additional informa-
tion concerning any of the state transportation programs

referenced in this section can be obtained from the Funding
and Disbursement Services Division at 217/782-5256.

Driver Education

The State Board of Education reimburses school districts for
certain costs of district driver education programs. Section
27-24.4 of the School Code contains the driver education
reimbursement formula. The base reimbursement amount is
calculated annually by the State Board of Education. The
calculation takes the lesser of the driver education appropria-
tion or the accumulated amount in the driver education fund
(less necessary administrative funds) and divides this amount
by the total of (a) the number of students who have completed
classroom instruction for whom valid claims have been made
times 0.2 plus (b) the number of students who have completed
practice driving instruction for whom valid claims have been
made times 0.8.

Theamount of reimbursement to be distributed on each claim
1s 0.2 times the base reimbursement amount for each validly
claimed student who has completed the classroom instruction
part plus 0.8 times the base reimbursement amount for each
validly claimed student who has successfully completed the
practice driving instruction part. Reimbursements cannot
exceed a district’s program costs.
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Sample computation:

$15,750,000 (appropriated driver education funds
estimated to be available for distribution)

148,000 classroom pupils times 0.2 = 29,600
138,000 practice driving pupils times 0.8 = 110,400
Total (estimate) 140,000

$15,750,000 divided by 140,000 = $112.50 Base
Reimbursement Rate

Amount per pupil (classroom) = $112.50 times 0.2 = $22.50
Amountper pupil (practicedriving) = $112.50times0.8 = $90.00

The Fiscal Year 1997 appropriation for Driver Education
reimbursement is $15.75 million. The llinois State Board of
Education makes payments as funds accumulate in the Driver
Education Fund from Secretary of State license fees and law
enforcement citations. An additional $765,000 has been
appropriated to administer the program.

Subject to State Board of Education rules and regulations, a
school district may charge a reasonable fee, not to exceed $50,
to students who participate in a driver education course. Ifa
student is unable to pay, the student fee may be waived.

For program information, call the Secondary Education Divi-
sion at 217/782-2826; for reimbursement information, call the
Fundingand Disbursements Services Division at 217/782-5256.

Adult Education and Literacy

Under provisions of the School Code, Section 10-22.20, and
Section 3-1 of the Adult Education Act, the following popu-
lations are eligible to participate in adult education programs:
a) adults, 16 years of age and older, who have not completed
the secondary level and are not otherwise in attendance in
school; b) adults, 21 years of age and older, who may or may
not have completed the secondary level and who can verify a
need for job skills improvement and/or employability skills;
and ¢) persons eligible for services under the state public
assistance program. The individuals identified above can
enroll in adult basic, secondary, vocational, English as a
Second Language, and General Educational Development
review classes conducted by education agencies.

Participating local education agencies are allowed a uniform
reimbursement rate per student unit of instruction (15 hours)
in the two subprograms of 1) state adult education and 2)
public assistance adult education with a weighting factor for
basic and vocational classes.

The funds in the state adult education subprogram are 100
percent State grant funds, with $10,277,200 appropriated for
Fiscal Year 1997. Under the public assistance subprogram,
federal funds reimburse a percent of the cost of services
throughaninteragency agreement with the lllinois Department
of Public Aid. The General Assembly appropriated $10,068,200
for this subprogram.



Local education agencies and public community colleges are
eligible to apply for funds by participating in an area planning
council and submitting applications for approval by the
Ilinois State Board of Education.

Under certain conditions the State Board of Education may
enter into agreements with public or private agencies other
than public schools for the establishment of classes conducted
pursuant to Section 10-22.20 of the School Code.

For Fiscal Year 1997, $1,659,900 has been appropriated as part
of the State’s matching funds for the Federal Adult Education
Program. The Federal Adult Education Act (Public Law
100-297) signed into law on April 28, 1988, established the
State’s matching requirements at 25 percent for Fiscal Year
1992 and thereafter.

For further information concerning adult education, contact
the Community and Family Partnerships Division at
217/782-3370.

Special Education Programs, Claims
and Reimbursement

Special Education Personnel Reimbursement. The State reim-
burses school districts or special education cooperatives for
approved special education personnel and for home/hospital
services. Districts are reimbursed during Fiscal Year 1997 as
follows:

1. For eligible children with physical disabilities and all
eligible children whose placement determined under Sec-
tion 14-8.02 1s in hospital or home instruction, one-half of
the teacher’s salary, but not more than $1,000 annually
per child or $8,000 per teacher, whichever is less.

2. For each full-time professional worker, $8,000. This is
limited to speech and language pathologists, school social
workers, school psychologist interns, school social work
interns, school nurse interns, certified school nurses,
registered therapists, professional consultants, special edu-
cation administrators or supervisors, and teachers certi-
fied or approved in areas of special education.

3. For each full-time qualified director of special education,
$8,000.

4. For each full-time school psychologist, $8,000.

5. For each full-time qualified teacher working in an ap-
proved program for preschool children with hearing
impairments, $8,000.

6. For readers, working with children with visual impair-
ments, one-half of their salary, but not more than $400
annually per child.

7. For necessary noncertified employees working in any
approved class or program, the lesser of one-half of the
salary paid or $2,800 annually per employee.
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When a school district or special education cooperative oper-
ates an approved school or program in excess of the adopted
school calendar, personnel reimbursement for each additional

_day 1s available at 1/185 of the amount or rate paid. A

maximum of 235 days is allowed. The Fiscal Year 1997
appropriation for personnel reimbursement to school dis-
tricts under Section 14-13.01 of the School Code is $209.8
million. Claimsare paidatan estimated 87.1 percent proration
level. Payments are made quarterly.

Tuition for Pupils with Disabilities Attending Private Schools

or Special Education Facilities, Qut-of-State Public Schools,
or Public School Residential Facilities. The State reimburses

the approved tuition cost for special education and related
services during the regular and summer school terms under a
two-tier reimbursement formula pursuant to Section 14-7.02

of the School Code.

The first tier provides state reimbursement for the difference
between the district’s per capita tuition charge and the lesser
of $4,500 or the tuition cost of the facility providing services.

When thetuition charge is greater than the district’s per capita
tuition charge for regular pupils plus $4,500, the second tier
provides that the State will reimburse the amount in excess of
the district’s per capita plus $4,500 in addition to the amount
calculated in tier one.

The Fiscal Year 1997 State appropriation of $31.3 million isto
honor tuition claims from the 1995-96 school year. Funds are
estimated to be sufficient to pay claims at about the 86.5
percent level. Payments are made quarterly.

Extraordinary Special Education Costs. Section 14-7.02a of
the School Code provides state reimbursement up to a maxi-
mum of $2,000 per child above the district’s per capita tuition
charge to school districts whose student costs after other
reimbursements exceed one and one-half times the district’s
per capita tuition charge. Costs must be calculated pursuant
to Section 14-7.01. The Fiscal Year 1997 appropriation of
$101,071,500 is expected to be sufficient to fund approxi-
mately 84.6 percent of claims from the 1995-96 school year.
Payments are made quarterly.

Special Education Pupils from Orphanages, Children’s Homes,
State Housing Units or Foster Homes. Section 14-7.03 of the
School Code authorizes current funding to school districts for
providing preapproved special education services to eligible
children with disabilities. Tuition costs must be calculated
using the per capita formula set forth in Section 14-7.01. For
those districts claiming individual students, an eligibility veri-
fication is required prior to receipt of funds. For group
programs, budget approval is required prior to receipt of
funds. The Fiscal Year 1997 appropriation is $110,478,600,
which is expected to be sufficient to fund the shortfall from
Fiscal Year 1996 and an estimated 100.0 percent of the Fiscal
Year 1997 claims.
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House Bill 2937, Public Act 88-575, effective August 12, 1994,
amended Section 14-7.03 to providethat any payments pro-rated
during Fiscal Year 1994 and thereafter must be paid in full
before current-year claims can be paid.

Special Education Summer School. Pursuant to Section
18-4.3, an appropriation of $3,131,800 is available to reim-

burse 1996 summer school for pupils eligible under Sections
14-7.02 and 14-7.02a of the School Code. Pupil enrollment of
at least 60 clock hours is required.

Community and Residential Services Authority. A total of
$262,400 is appropriated to the State Board of Education for
operational costs of the Community and Residential Services
Authority (CRSA) for Behavior Disordered and Severely
Emotionally Disturbed Childrenand Adolescents. The CRSA
isan interagency organization coordinating the placement and
funding responsibilities of the various participating agencies.
Forfurther information, contact Gary Seelbach, CRSA Direc-
tor at 217/782-2438.

Statewide School and Service Center for Deaf/Blind Persons.
The State Board of Education was appropriated $2,456,600 in
Fiscal Year 1997 for the basic operation of the Philip J. Rock
Center and School for services to deaf/blind individuals.
Program authorization is in Section 14-11.02 of the School
Code. The center is located at 818 DuPage Boulevard, Glen
Ellyn, llinois 60137. The telephone number is 708/790-2474.

Special Education Materials. A 1997 fiscal year appropriation
0f $869,100is availableto provide for the production, procure-
ment, storage, and distribution of special education materials
for children and eligible adults with visual impairments pursu-
ant to Section 14-11.01 of the School Code. Springfield School
District 186 is the administrative agent for this program. For
further information, contact Ms. Donna Lynn, Director of
Special Education, Springfield School District 186, 900 West
Edwards Street, Springfield, Illinois 62704, telephone number
217/525-3060.

Regional Low-Incidence Programs. The Fiscal Year 1997

appropriation of $1.5 million is for establishing and/or main-
taining education programs for pupils with low-incidence
disabilities. The State Board of Education distributes these
funds statewide on a grant basis through special education
cooperatives and regional programs. Program information is
available from the Early Childhood Education Division at
217/524-4835. ’

Early Intervention — Infants and Toddlers. The purpose of
this program is to provide funds for screening, assessment and
evaluation of children, ages birth through two; local inter-
agency councils/systems; and to implement a central billing
system to coordinate billing and payment for early interven-
tion services.

During the 1995-96 school year approximately 1,400 children
were served by this program.
Q

BEST COPY AVAILABLE

Funding will be on a current-year basis pursuant to the five-
year plan submitted to the Governor. For Fiscal Year 1997,
$12 million has been appropriated for this program.

Regular Education Initiative. The General Assembly appro-
priated $1.2 million in Fiscal Year 1997 for the Regular
Education Initiative (REI) program. This funding source
allows for increased collaboration and cooperation between
regular and special education. Due to the availability of these
funds, inservice (continuing) education has been offered to
hundreds of educators throughout the state on an ongoing
basis. This will continue at the elementary and secondary
levels, as well as with college faculty.

Any questions concerning the Special Education programs
listed above should be directed to the contacts indicated, or to
the Early Childhood Education Division at 217/524-4835 the
Middle-Level Education Division at 312/814-3850, or the
Secondary Education Division at 217/782-2826.

Recording for the Blind and Dyslexic

Theamount of $150,000 wasappropriated for Fiscal Year 1997
for a grant to Recording for the Blind and Dyslexic for
programs andservices in support of Illinois citizens with visual
and reading impairments.

Life Education Center Foundation
The sum of $275,000 is appropriated to the State Board of

Education for a grant to the Life Education Center Founda-
tion program.

- Illinois State Free Lunch and Breakfast Programs

Mlinois law requires all public schools to provide free lunches
to needy students. Schools serving meals can receive financial
assistance through participation in the Illinois State Free
Lunch and Breakfast Programs.

These voluntary programs are available to both public and
private school systems. Participating schools are reimbursed
$.1225 for each free lunch and breakfast served to an eligible
student. The current appropriation is $15,650,000.

Schools that wish to receive additional information should
contact the Financial Qutreach Services Division at 800/545-
7892 or 217/782-2491; or FAX 217/524-6124.

Bilingual Programs

Appropriations areprovided in Fiscal Year 1997 intheamount
of $23,028,000 for school districts outside of Chicago that
provide Transitional Bilingual Education programs (TBE) and
Transitional Programs of Instruction (TPI) for children of
limited-English proficiency.
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Upon receiving program approval from the State Superinten-
dent of Education, districts are eligible for reimbursement of
excess program costs. The bill also provides $31,209,000
million for reimbursement to Chicago School District 299 for
approved bilingual programs (TBE and TPI). The total state
appropriation for bilingual programs is $54,237,000.

Bilingual education is a current-funded program. School
districts file three estimated quarterly claims and a final
adjusted claim.

Senate Bill 730 (1985) increased school district responsibilities
for providing transitional bilingual education by requiring
services to all limited-English-proficient students in need.
Where fewer than 20 children inany language classification are
in an attendance center, the district must provide a locally
determined transitional program of instruction based upon an
individual student language assessment.

For further information, contact the Middle-Level Education
Division at 312/814-3850.

Bilingual Assessment, (Illinois Measure of Annual Growth in
English), Section 2-3.64(a) of the School Code provides that
students who are enrolled in a state-approved bilingual educa-
tion program for less than three academic years are not
required to participate in the Illinois Goal Assessment Pro-

_gram; however, the law requires that an alternative assessment
be developed and administered to these students. An appro-
priation of $400,000 for Fiscal Year 1997 will support the
development and implementation of an assessment of English
proficiency in reading and writing to be administered to
eligible bilingual students. It is estimated that 76,000 students
in grades 3-12 will be eligible to participate in the Illinois
Measure of Annual Growth in English. For further informa-
tion on the Bilingual Assessment program, contact the Illinois
Goals and Assessment Program at 217/782-4823.

Vocational Education

Both the Illinois General Assembly and Congress provide
funding for vocational/technical education programs designed
to prepare Illinois youth and adults for employment. Federal
funding is discussed in Part II of this publication.

An appropriation of $46,874,500 in state funds will provide
formula reimbursements to local education agencies for stu-

dents enrolled in approved vocational programs during
1995-1996.

Vocational Instructor Practicum (VIP). The objective of this

program is to place public school counselors, public voca-
tional education teachers and administrators in private/
public-sector positions for continuing education. This pro-
gram is administered at the local level by the three Intermedi-
ate Service Centers (ISCs) and the Chicago Public Schools in
Cook County and the Regional Offices of Education in the
rest of the State. Grants up to $2,000 may be awarded to each

Q
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eligible vocational education applicant. Eligible VIP appli-
cants must be listed in regional system and community college
plans and spend more than 50 percent of their time in
Education for Employment programs.

For Fiscal Year 1997, $1,512,700 has been appropriated by the
Ilinois General Assembly to support the program.

For additional information, please contact the Workforce
Preparation Partnerships Division at 217/782-4620.

Technical Preparation Education Programs. In Fiscal Year
1997, $5 million will be used to fund Vocational Education
Technical Preparation Programs throughout Illinois. These
funds will complement federal funding (See Part II) and allow
expansion to additional secondary sites and occupational-
program areas.

The purpose of this program is to provide funds for the
planning and development of four-year technical preparation
(Tech Prep) programs. Tech Prep programs are designed to
meld a strong academic program with a strong program in
technical education (electronics technology, medical technol-
ogy, etc.) to culminate in an associate degree. The objective of
the programs is to prepare qualified students to meet the
increasingly demanding requirements of the emerging high
technologies job market. Programs are developed at second-
ary school and community college levels.

All community colleges and secondary regional vocational
systems will be involved withimplementing Tech Prep through-
out their geographic service areas.

In Fiscal Year 1996, funds were awarded to community
colleges and secondary vocational regional systems via alloca-
tion grants and/or competitive grants based on program
indicators. A portion of Fiscal Year 1997 funds will be used for
coordination, teacher inservice, curriculum development,
program improvement and career planning activities to sup-
port the Tech Prep initiative.

Hlinois Student Apprenticeship System. This program_pro-
vides funds for the planning and development of a Student
Apprenticeship System. Through this program high school
students acquire work-site learning experiences, skills and
competencies necessary to enter high-skilled, high-wage jobs.
The system includes comprehensive training, assessment and
certification geared to the needs of specific industries and
occupations. Students will spend 60% of their time at the
workplace in full-time apprenticeships including academic
instruction.

These programs are designed to serve high school students
who are not planning to pursue a baccalaureate degree.

InFiscal Year 1997, funds will be awarded to eligible recipients

in three to five occupational areas viaallocation grants and/or
competitive grants based on business-education partnerships.
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Funds will be used to develop the student apprenticeship
system of training, assessment and certification in three to five
occupational areas.

For Fiscal Year 1997, $1 million has been appropriated for this
program.

The Illinois Council on Vocational Education. This advisory

group to the State Board of Education has been appropriated

$86,600 for Fiscal Year 1997.

Partnership Academies. For Fiscal Year 1997, $600,000 has
been appropriated for distribution to eligible recipients to
assist in establishing and conducting vocational education
partnership academies.

Education to Careers

An appropriation of $1,057,300 for Fiscal Year 1997 is for
costs associated with the Education to Careers: Career Aware-
ness and Development Initiative.

Gifted Education

Gifted Education Reimbursement Program. Article 14A of
the School Code authorizes the State Board of Education to
reimburse districts for services and materials to assist in
implementation of the Comprehensive Gifted Education Plan.
Funds are distributed on either a formula or personnel basis.
Under the formula method, districts may claimup to 5% of the
number of students in average daily attendance. Under the
personnel method, each full-time professional who meets

established standards generates $5,000. The Fiscal Year 1997

appropriation totals $19,695,800.

For further information, contact the Center for Educational
Innovation and Reform at 217/782-3371.

Public and Nonpublic Textbook Loan Program

The Illinois State Board of Education is required to provide,
free of charge, the loan of textbooks listed for use by the
Illinois State Board of Education to any kindergarten through
grade 12 student. The students must be enrolled in a public or
nonpublic school that is in compliance with the state’s com-
pulsory attendance laws and Title VI of the Civil Rights Act
of 1964. This service must be provided directly to the students
at their request or at the request of their parents or guardians.
The Illinois State Board of Education has adopted rules and
regulations to administer the program and to facilitate the
equitable participation of all eligible students.

Fiscal Year 1996 funding provided textbooks (one per pupil)
for 29,506 first grade students to complete first grade under the
“old rules.” Under the revised legislation and regulations both
textbooksand instructional computer software were provided
to 476,459 second, third and fourth grade pupils. (Approxi-
mately 13% of the dollars for these pupils was spent on
re.)
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Students in the public schools accounted for 87 percent and
those in the nonpublic schools accounted for 13 percent of the
money spent under this program during Fiscal Year 1996.

The Fiscal Year 1997 appropriation for the Illinois Textbook
Loan Program is $9,192,100. This amount will provide an
allocation to school districts of $13.60 per pupil in grades 5
through 8 to acquire textbooks and instructional computer
software. It is estimated that this allocation will serve 656,579
students in grades 5 through 8.

An additional part of the Textbook Program is the relocation
of textbooks. Each fall the Textbook Loan Program Reloca-
tion Listing is disseminated to schools as a means of providing
used textbooks in serviceable condition that are no longer
needed in the donating schools.

The textbooks listed for relocation are provided free of charge
to any Illinois public or nonpublic school requesting titles
from the listing. Requests are taken on a first-come, first-
served basis only. The receiving school is responsible for costs
incurred in the transportation from the sending school. The
relocation process ends December 31 of each year.

For additional information, contact the Fiscal Services Divi-
sion at 217/782-0734.

School Reform Measures
Early Childhood Education

Preschool Program for Children at Risk of Academic Failure.
Statutorily authorized by Section 2-3.71 of the School Code,
the Preschool Program for Children at Risk of Academic
Failure was established in 1985. It provides grants to public
school districts to conduct screening programs to identify
children, aged three through five, who are at risk of academic
failure and to provide appropriate educational programs for
those children to increase their likelihood of school success.

In Fiscal Year 1997, an estimated 34,857 three through five-year-
old children (five-year-old children not eligible for kindergar-
ten) will be served in developmentally appropriate preschool
programs with an appropriation of $112,190,400 in grants to
publicschool districts; an additional $484,000 has been appro-
priated for administration of the program. Other program
components include evaluation and parent involvement, with
an emphasis on linkage with agencies and organizations in the
community which also serve the same population. Servicesare
availablein 650 school districts (including 52 joint agreements,
291 half-day projects and 42 full-day projects) in 101 counties.

Model Early Childhood Parental Training Program. Statuto-
rily authorized by Section 2-3.71a of the School Code, the

Model Early Childhood Parental Training Program allows the
State Board of Education to provide grants to public school
districts to conduct training programs for the parents of
children in the period of life from birth to kindergarten entry.
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With the Fiscal Year 1997 appropriation of $3,911,100, the
program is projected to serve 30,081 families directly and
88,696 families indirectly in 238 school districts. Eighty-six
(81 continuing and 5 new) projects have been funded.

Prevention Initiative Program for At-Risk Infants and Tod-
dlers and Their Families. The purpose of the Prevention
Initiative Program for At-Risk Infants and Toddlers and Their
Families is to reduce school failure by coordinating and
expanding health, social and/or child development services to
at-risk infants and toddlers and their families who reside in
“Families with a Future” areas. Families with a Future areas
are identified by the Department of Public Health to help
reduce infant mortality in Illinois.

Thelllinois General Assembly hasappropriated $2 million for
the Prevention Initiative Program for Fiscal Year 1997. The
Fiscal Year 1997 program will support services to approxi-
mately 1,100 families and 1,500 children.

For additional information, please contact the Early Child-
hood Education Division at 217/524-4835.

Block Grants

Under the provisions of Article 1C of the School Code,
formerly separate appropriations for Regional and Local Staff
Development Activities, Learning Objectives (Testing and
Assessment System) and Second Language Programs have
been combined into one block grant for which $25,127,500
was appropriated for Fiscal Year 1997,

Under the provisions of Section 2-3.51.5 of the School Code,
the amount of $52,500,000 has been appropriated for Fiscal
Year 1997 to fund block grants to school districts for school
safety and educational improvement programs. “Educational
improvement” includes textbooks and software, teacher train-
ing and curriculum development, school improvements, and
remediation program under subsection (a) of Section 2-3.64 of
the School Code. Funds will be distributed to school districts
and laboratory schools on the basis of the prior year’s best
three months average daily attendance. Distributions will be
made in two semi-annual installments, one payment on or
before October 30 and one payment prior to April 30.

Curriculum and Teacher Development

Alcohol and Drug Education Initiative (Substance Abuse and

Violence Prevention and Education Program). Section 2-3.92
of the School Code authorizes the State Board of Education,
in consultation with the Department of Commerce and Com-
munity Affairs and the Department of Alcoholism and Sub-
stance Abuse, to establish criteria for implementing a program
which recognizes schools, communities and businesses that
are drug-free.

Section 2-3.93 of the School Code authorizes the State Board
to award competitive grants to school districts for the purpose
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of developing drug-free community planning and implemen-
tation strategies through joint efforts. Inaddition, grantsshall
be made to qualifying school districts for staff development
activities, software and curriculum materials. The Fiscal Year
1997 appropriation for this program is $5,468,300.

Arts Programs Grants. Section 2-3.65 of the School Code
authorizes the State Board of Education to provide grants to
school districts for the purpose of developing comprehensive
arts programs in music, visual art, drama and dance for
students in kindergarten through grade six.

The Fiscal Year 1997 appropriation to the State Board of
Education of $499,700 provides grants to local school districts
for planning these comprehensive arts programs.

Certification Testing. Since July 1, 1988, teachers, school
service personnel, and administrators seeking Illinois certifi-
cates have been required to pass a basic skills test and a
subject-matter knowledge test to achieve certification. Test-
ing requirements apply to those seeking certificates in early
childhood, elementary, special, and secondary education or
administration. Thetests cover both basicskills andsubject-area
knowledge. The tests, designed under the direction of the State
Board of Education in consultation with the State Teacher
Certification Board, are prepared by an educational testing
organization.

The Fiscal Year 1997 appropriation to the State Board of
Education includes $550,000 for the ongoing development of
these tests of basic skills and subject-matter knowledge.

Student Assessment (Illinois Goal Assessment Program). Under
Section 2-3.64 of the School Code, the State Board of Educa-
tion is required to establish standards and annually assess the
performance of all students enrolled in grades 3, 6, 8, and 10 in
mathematics and language arts (reading and writing) and
students in grades 4, 7, and 11 in science and social science.

A Fiscal Year 1997 appropriation of $5.74 million is allocated
to the State Board of Education for the development and
implementation of the Illinois Goal Assessment Program
(IGAP). In March 1997, 850,000 students in the grades
identified above are expected to participate in these assess-
ments. District superintendents, principals and parents are
provided with student performance information sufficient to
compare their students’ progress with state and national
standards, as well as follow their own performance over time.

Reading Improvement, Grades K-6

Section 2-3.51 of the School Code authorizes the State Board
of Education to fund school districts for improving reading
and/or study skills of students in grades kindergarten through
six. These fundsare distributed by a formula with 70 percent
of the funds allotted on the basis of the latest available best
three months K-6 average daily attendance. The remaining 30
percent is based on ESEA, Chapter 1 eligibles prorated at 7/9



for elementary districts and 7/13 for unit districts. Funds may
be used to provide reading specialists, teacher aides, other
personnel, books and other printed materials to improve K-6
reading and/or study skills. Appropriations for Fiscal Year
1997 total $45,389,500. Payments to districts are made semi-

annually.

For further information, contact the Grants Management
Division at 217/782-3810.

Implementation of Computer Technology
in the Classroom

The sum of $30 million has been appropriated to the State
Board of Education for the purpose of implementing the use
of computer technology in the classroom. Grants will be
awarded on a competitive basis through requests for proposals.

For further information, contact the Technology Outreach
Division at 217/782-5439.

Consumer Education Proficiency Test Development

Section 27-12.1 of the School Code requires high school
students to obtain specific consumer knowledge and aware-
ness. A 1985 change in the law permitted students to be
excluded from mandated consumer education courses upon
passage of a proficiency exam.

For Fiscal Year 1997, the State Board of Education has been
appropriated $150,000 for the development and implementa-
tion of a consumer education proficiency test.

Educational Service Centers (Intermediate Service
Centers)/Regional Offices of Education

Eighteen Educational Service Centers (ESCs), established by
legislation, were responsible for providing technical assistance
to school districts for the planning, implementation and
evaluation of:

1. education for gifted children through area service centers,
experimental projects and institutes as provided in Sec-
tion 14A-6;

2. computertechnology education including the evaluation,
use and application of state-of-the-art technology in com-
puter software as provided in Section 2-3.43; and

3. mathematics, science and reading resources for teachers
including continuing education, inservice training and
staff development.

Centers may also provide training, technical assistance, coor-
dination and planning in other program areas such as career
guidance, early childhood education, alcohol/drug education
and prevention, family life/sex education, electronic transmis-
sion of data from school districts to the state, alternative
education, identification of exemplary programs and regional
"‘ﬂcjﬂ‘ education (Section 2-3.62 of the School Code).
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Operating under rules established by the State Board of
Education, the ESCs (ISCs) are directed by governing boards
consisting of local educators and community members and
serve the school population located within a particular geo-
graphic region of the state. Each Center is staffed by adirector,
professional educators and support staff. The capacity of each
ESC (ISC) to deliver services to its client schools is enhanced
by the regular use of consultants from the local schools,
colleges and universities, and public and private sources.

Although the programs and resources provided via the Cen-
ters vary from region to region based on the local needs, each
currently delivers services and activities associated with the
following programs:

¢ Public School Accreditation System and School
Improvement

The Illinois Administrators’ Academy
Learning Objectives and Student Assessment
Eisenhower Math/Science Act

Mathematics, Science and Reading

Gifted Education

Technology Education

Staff Development

Accelerated Schools and At-Risk Programs
Vocational Instructor Practicum

Local perspective is infused into these statewide programs via
use of advisory committees, consultants, workshop evalua-
tions and each ESC’s governing board.

The Fiscal Year 1997 appropriation available for the adminis-
tration of the Educational Service Centers/Regional Offices of
Education in Illinois is $11,771,400.

Senate Bill 937 (Public Act 88-89) transferred the responsibili-
ties of the 14 downstate Educational Service Centers (ESCs) to
Regional Offices of Education effective August 7, 1995. The
Act also requires that ESC services (as well as the Educational
Service Region’s Institute Fund) be administered by the Re-
gional Superintendent with the advice of a locally selected 13-
member board.

AsofFiscal Year 1997, thereare three ESCs (ISCs) in Suburban
Cook County. The Chicago ESC (ISC) was “deactivated”
under the waiver process (See Part V).

For additional information, contact the Regional Office of
Education Services Division at 312/814-2222.

Illinois Administrators’ Academy

The State Board of Education provides funding for an Illinois
Administrators’ Academy, whose services are currently deliv-
ered through the three Intermediate Service Centers (ISCs) in
Suburban Cook County and the Regional Offices of Educa-
tion. The purpose of the Academy is to provide administra-
tors opportunities to develop skills in instructional leadership

41



through participation in a diverse training and professional
growth curriculum. For Fiscal Year 1997, $887,500 is ap-
propriated to the State Board of Education for the coordina-
tion, design and delivery of services of the Illinois Administra-
tors’ Academy. For further information, contact the Regional
Office of Education Services Division at 312/814-2222.

Teachers’ Academy for Mathematics and Science

The sum of $l,050,600 has been appropriated to the State
Board of Education for the purpose of establishing and paying
the ordinary and contingent expenses of the Teachers’ Acad-

emy for Mathematics and Science in Chicago.

Truants’ Alternative and Optional Education Programs

Section 2-3.66 of the School Code authorizes the State Board -

of Education to establish programs which offer modified
instructional services designed to prevent students from drop-
ping out of school. Programs may also serve as part-time or
full-time options in lieu of regular school attendance and may
be operated by regular school districts, educational service
regions, and community college districts. In Fiscal Year 1997,
the $17,460,000 appropriated to the State Board of Education
will support grants to provide truancy/dropout prevention
services to at-risk youth in 78 projects statewide. For further
information, contact the Alternative Learning Partnerships
Division at 312/814-1487.

ROE Alternative Education Programs

The sum of $15 million has been appropriated for the purpose
of granting funds to Regional Offices of Education to operate
alternative education programs for disruptive students pursu-
ant to Article 13A of the School Code. For further informa-
tion, contact the Alternative Learning Partnerships Division
at 312/814-1487.

Evaluation - Reform Programs

Funds are appropriated to provide for independent evalua-
tions of selected educational reform programs developed by
the State Board of Education. The Fiscal Year 1997 appropria-
tion for these evaluations is $200,000,

Special Programs
Governmental Student Internship Program

In cooperation with Springfield School District 186, the State
Board of Education finances a high school internship program
known as the Illinois Governmental Internship Program.
Under this program high school seniors from across Illinois
serve semester-long internships in state government-related
positions. Students live in Springfield during their intern-
ships. Funding for the Fiscal Year 1997 program is $129,900.
For additional information, contact the Research and Policy
Division at 217/782-3950.

Q
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Hispanic Student Programs

The Fiscal Year 1997 appropriation to the State Board of
Education includes $374,600 to fund program services recom-
mended for the Hispanic Student Programs. For additional
information, contact the Middle-Level Education Division at
312/814-3850.

Agricultura] Education Program

For Fiscal Year 1997, $1,299,800 was appropriated to the
Ilinois State Board of Education for agricultural education.
These funds support initiatives to improve and expand agricul-
tural education programs throughout the State through direct
grants to local education agency agricultural education pro-
grams, curriculum development activities and inservice for
instructors.

Additional information on this program may be obtained
from the Secondary Education Division at 217/782-2826.

Center on Scientific Literacy/Scientific
Literacy Promotion Programs

Section 2-3.94 of the School Code authorizes the Illinois State
Board of Education to enter into contracts with or award
grants to the educational service centers, the Illinois Math-
ematics and Science Academy, colleges and universities, and
other not-for-profit organizations devoted to scientific lit-
eracy to provide inservice/staff development for elementary
and secondary teachers. The State Board may also provide
grants for colleges and universities to review and revise the
preservice curriculum in mathematics and science. Addition-
ally, the State Board shall provide competitive grants to school
districts and not-for-profit organizations devoted to scientific
literacy to provide pilot programs in scientific literacy.

Section 2-3.95 of the School Code creates, within the State
Board of Education, a Center on Scientific Literacy to provide
technical assistance to school districts. The center maintains
an advisory committee and coordinates and supports the
development of alternative curriculum models and appropri-
ate assessment instruments. The Fiscal Year 1997 appropria-
tion for this program is $9,783,000.

For additional information contact the Middle-Level Educa-
tion Division at 217/782-5728.

Minority Transition Program

A total of $300,000 has been appropriated for Fiscal Year 1997
for the purpose of providing assistance to minority studentsin
preparing for college. The University of Chicago will receive
$165,000 and Chicago State University will receive $135,000
to develop “Pilot Enrichment Programs.” Evening and Satur-
day offerings will be developed to assist minority students in
preparing for the ACT and SAT tests and college-level work.
Additional information can be secured by contacting the
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Community and Family Partnerships Division at 217/
782-3370.

Illinois Scholars Program

The purpose of this program is to expand a teacher recruit-
ment and training program unlike any other in the nation to
address the problem of reduced numbers of students, espe-
cially minority students, choosing teaching as a career. High
school students are nominated in their junior year by teachers,
counselors or principals, based on their capacity to become
great teachers. Selected in the fall of their senior year, scholars
are mentored through college and into their teaching careers
by Golden Apple Winners.

e Scholars will receive a scholarship of $5,000 per year for

four years in return for satisfactory completion of college -

and certification requirements at one of 22 participating
Illinois universities.

¢ Scholars will receive four paid summer internships of
$1,750 for participation in the activities of the six-week
Golden Apple SummerInstitute. Activitiesincludeteach-
ing internships in urban schools, classes on the art and
craft of teaching, camp counseling and preparation for the
first years of teaching.

¢  Scholars will receive mentoring and support through the
Golden Apple network at each university campus.

After four years of program support from the State Board, 240
scholars have received an array of benefits. The retention rate
remains at 90%. In 1997, the first class of scholars will enter
Tllinois’ high-need classrooms and teach for at least five years.

The appropriation of $1,104,300 will provide funding for the
Scholars Program for Fiscal Year 1997.

Illinois Teacher of the Year Award

This program provides funds for the Teacher of the Year
Award. Each year, through the Those Who Excel program, a
Teacher of the Year is selected to act as “Ambassador” for the
teaching profession during the second semester. The selected
teacher also has the opportunity to spend the following year
in advanced studies. Asan “Ambassador,” the teacher travels
around the state speaking to civic groups, parent groups,
inservice workshops, college classes, career nights, the news
media and other forums.

The State Board will reimburse the school district of the
selected teacher for the costs incurred in the “Ambassador”
component of the program and the teacher’s salary and fringes
associated with a year’s leave of absence, to pursue graduate
studies in asubsequent year. Theamount of $110,000 hasbeen
appropriated for this program for Fiscal Year 1997.

For additional information contact the Communications and
External Relations Division at 217/524-7618.
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Urban Education Partnership Grants

This program provides funding on a competitive grant basis to
schools within urban school districts in Illinois. The program
is intended to improve the academic achievement of students
in urban schools through implementing the research prin-
ciples of effective schools; restructuring schools; and develop-
ing collaborative partnershipsbetween schoolsand businesses,
social agencies, higher education, parents and/orlocal govern-
mental agencies. Funding for thisprogramis provided through
General Revenue Funds of $1,450,000 for Fiscal Year 1997.
Additional information can be secured by contacting the
Community and Family Partnerships Division at 217/
782-3370.

Project Success

In the summer of 1991, Governor Edgar asked Lt. Governor
Kustrato chairan initiative that would create a human services
delivery model to better coordinate health and social service
programs in the schools. This initiative became Project
Success (School/Community Networks for Successful Fami-
lies), which began in 1992 with 6 pilot project sites and was
expanded in 1993 to 33 additional sites throughout the state.
In Fiscal Year 1994, Project Success served 39 sites, directly
affecting service delivery to 28,524 students and their families.
In Fiscal Year 1995, another 51 communities will be initiated,
bringing the State to a total of 90 communities, serving 200
elementary schools and a total of 63,000 children and their

families. Eight state agencies and ISBE serve on a Project

Success State Steering Committee which is charged with
policy direction and administration of the program. Funding
for Fiscal Year 1997 comes out of a $3 million line item
appropriated to the State Board of Education. This money
covers start-up grants to new sites, expansion grants, technical
assistance, evaluation and operations.

The nucleus of each site is the Local Governing Board (LGB),
comprised of parents, school personnel, local human service
agency representatives and businesses. A community-based
not-for-profit organization serves as theadministrative organi-
zation. Sites work through the LGB to identify problems at -
the elementary school level that interfere with students’
academic success and to act on them in a quick and efficient
manner. Project Success is a community-based collaborative
initiative, focused on early intervention, that encourages
communities to maximize the use of existing resources to
improve student and family well-being.

The ultimate goal of Project Success is to involve every school
and community in Illinois in building a self-sustaining com-
munity network of supportive services on behalf of children
and their families.

For additional information, contact the Community and
Family Partnerships Division at 217/782-3370.
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Project Jumpstart

Project Jumpstart supports schools with 50% or fewer stu-
dents meeting state standards for three consecutive years by
funding targeted efforts to improve student achievement.
Currently, more than 150 schools meet this criterion.

Twenty-three schools are implementing Jumpstart Projects
for Fiscal Year 1997 which provide direct services to students
at targeted grades, including tutoring and extended school day
programs focusing on reading, writing and mathematics. Staff
development services are provided for faculty working in
these programs. Support is also provided to the Teachers’
Academy for Mathematics and Science which is working with
additional Jumpstart eligible schools.

The General Assembly has appropriated $2,000,000 to fund
Project Jumpstart during Fiscal Year 1997.

For additional information, contact the Middle Level Educa-
tion Division at 312/814-3850.

Cicero School District 99

The amount of $50,000 has been reappropriated to the State
Board of Education fora study on overcrowding problemsand
theneed for new school construction in Cicero School District
99.

City of Carbondale

Theamount of $1,500,000 has been appropriated foragrant to
the City of Carbondale “for all costs associated with the
planning, engineering, and development of a community unit
consolidation.”

City of DuQuoin

The amount of $880,000 has been appropriated for a grant to
the City of DuQuoin “for all costs associated with the plan-
ning, development, engineering, and construction of a new
school.”

Report Cards

ForFiscal Year 1997, atotal of $1,113,600 was appropriated to
the State Board of Education for reimbursement of expenses
related to printing and distributing report cards pursuant to
Sections 10-17a and 34-88 of the School Code.

The law requires that, prior to October 31 each year, school
districts submit a report card for each of their schools to
parents, taxpayers, the Governor, the General Assembly, the
State Board of Education and regional superintendents. The
report cards are also to be made available to a newspaper of
general circulation serving the districts.

ERIC

IToxt Provided by ERI

32

Criminal Background Investigations

For Fiscal Year 1997, atotal of $375,000 was appropriated to the
State Board of Education for reimbursement of expenses related
to the performance of criminal background investigations
pursuant to Sections 10-21.9 and 34-18.5 of the School Code.

Giant Steps Pilot Program

The amount of $150,000 has been appropriated for the estab-
lishment of the Giant Steps Pilot Program in Darien School
District 61 “for the purpose of autism study and evaluation.”

Illinois Alliance of Essential Schools

The Illinois Alliance of Essential Schools is part of a nation-
wide project developed by the Education Commission of the
States and the Coalition of Essential Schools, which now
includes 10 member states and several networking states. The
initiative focuses on restructuring education across the board
from the school house to the State House.

For Fiscal Year 1997, $232,000 has been appropriated for this
program.

For additional information contact the Middle-Level Educa-
tion Division at 217/782-5728.

U.S. Senate Youth Program/Hearst Scholarship

The sum of $1,000 has been appropriated from the State Board
of Education State Trust Fund to the State Board of Education
for costs associated with implementing the U.S. Senate Youth
Program/Hearst Scholarship.

Education Reform Program/joyce Foundation

The sum of $200,000 has been appropriated from the State
Board of Education State Trust Fund to the State Board of
Education for the Educational Reform Program from the
Joyce Foundation.

Education Reform Program/MacArthur Foundation

The sum of $300,000 has been appropriated from the State
Board of Education State Trust Fund to the State Board of
Education for the Educational Reform Program from the
MacArthur Foundation.

Operations

Ilinois State Board of Education Administration

The operating expenses of the State Board of Education are
met through a combination of state and federal funds. The
appropriation from state funds to meet the ordinary and

contingent expenses of the Illinois State Board of Education
are shown.
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Fund Source Amount
General Operations $22,765,100
Illinois Purchased Care Review Board 101,800
Preschool Educational Programs

Administration 484,000

Teacher Certification and Technology Fund 450,000
Leadership Development Institute Programs 350,000
1llinois Academic and Workplace Standards

Project 1,350,000
State Interest Liability (Federal Cash :

Management Improvement Act) 275,000
ISBE Technology Program 740,000
Total ’ $26,515,900

An additional $33.9 million is appropriated to the State Board
of Education from federal grant funds for operating purposes.

Appropriated to Other State Agencies
Teachers’ Retirement Systems

In addition to the amounts appropriated to the State Board of
Education for teachers’ retirement purposes, additional
appropriations are made directly to the two systems.

Downstate $386,148,000

[This amount includes $66,000 for supplementary
payments to teachers pursuant to the provisions of
Sections 16-135 and 16-149.4 of the llinois Pension
Code (40 ILCS 5/16-135 and 5/16-149.4) plus
$8,113,000 for additional costs due to the establish-
ment of minimum retirement allowances pursuant to
Sections 16-136.2 and 16-136.3 (40 ILCS 5/16-136.2
and 5/16-136.3) of the Illinois Pension Code.]

Chicago $50,000

School Facility Funding (Capital Development Board)

The School Construction Bond Act authorizes the Capital
Development Board to make grants to local school districts for
health/life safety, rehabilitation/renovation and new
construction. The amounts granted are based upon a “Grant
Index” formula which makes comparisons by district type
(elementary, high school, and unit) on the basis of the ratio of
weighted average daily attendance to the district’s equalized
assessed valuation per pupil. The amount of the grant index
may not be less than 20 percent nor greater than 70 percent of
the recognized project costs. Districts are ranked in priority
order based on emergencies, health/life safety hazards, and
unhoused students. General fundingunderthis grant program
was provided under a state bond issue. Funds from that bond
issueareexhausted, and no new funding is presently authorized.

Schooldistrict construction funds may also be appropriatedin
specific amounts for specific school projects. Obtaining

appropriations of this nature is the responsibility of the local
Aicrrin
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A total of $25,765,235 in capital project appropriations or
reappropriations (of prior-year appropriations) was made for
Fiscal Year 1997 to the Capital Development Board.

Chicago School District 299

$7,998,967°
(Reappropriations)
Downstate (Appropriations) 13,202,900
Crete Monee Community Unit
School District 201U $1,400,000
Indian Prairie Community
Unit School District 204 4,243,900
Bensenville (Elem) School
District 2 4,496,000
Addison School District 4 750,000
Fairmont School District 89 500,000
Edwards County Community 1
Unit School District 313,000
Peoria School District 150 1,000,000

Marseilles Elem. School District 150 500,000

Downstate (Reappropriations) 74,773

Mathematics and Science Academy 4,488,595b
(Reappropriation)

Total $25,765,235

* School Construction Fund
b Capital Development Fund

Build Illinois Funding

No school-related Build Illinois projects were appropriated or
reappropriated for Fiscal Year 1997.

Statewide School Weatherization Program

The amount of $169,252 for program grants has been reappro-
priated in Fiscal Year 1997 to the Department of Commerce
and Community Affairs for expenses connected with a State-
wide School Weatherization Program.

Debt Service for School Construction Bonds

Senate Bill 1260 (Public Act 89-501) appropriates funds for the
payment of debt service for bonds previously sold by the State
of Illinois for school construction purposes. The appropriated
principal amount is $12,982,721 and the appropriated interest
amount 1s $4,183,196 for Fiscal Year 1997.

Illinois Department of Corrections School District

The linois Department of Corrections, through the Depart-
ment of Corrections School Board, operates a school district.
The Department of Corrections appropriations bill contains
$32,745,100 million for the operation of the school district for
Fiscal Year 1997. No General State Aid assistance is provided
to this district, but the district is eligible for certain categorical
state funding and federal program funding.



Illinois Mathematics and Science Academy

The Illinois Mathematics and Science Academy is a three-year
residential institution funded by state appropriations, private
contributions and endowments. Admission to the Academy
is determined by competitive examination and recommenda-
tions from the students’ mathematics and science teachers and
their school principal or guidance counselor. During the
ninth year of operation, approximately 650 high-school-age
students from across Illinois are enrolled at the Academy’s
Aurora site.

Public Act 85-1019 transferred supervisory responsibility for
the Academy from the Illinois State Board of Education to the
Board of Higher Education.

A total of $13,367,800 was appropriated for the operating
expenses of the Academy for Fiscal Year 1997. An additional
$572,900 was appropriated for retirement contributions.

Foradditional information concerning the Illinois Mathemat-
ics and Science Academy, contact the Board of Higher Educa-
tion, Springfield, at 217/782-2551 or the Academy in Aurora
at 708/907-5000.

Prairie State 2000 Authority

The sum of $1,256,200 has been appropriated from the Gen-
eral Revenue Fund to the Prairie State 2000 Authority for
tuition and educational fee vouchers on behalf of individuals
for Fiscal Year 1997.

Literacy Services

Senate Bill 730 (1985) created a Literacy Advisory Board to
advise the Secretary of State and authorized the Secretary of
State to administer a program of grants to combat illiteracy in
Illinois.

A Fiscal Year 1997 appropriation of $5 million was made to
the Secretary of State for support and expansion of literacy
programs administered by education agencies, libraries, vol-
unteers or community-based organizations, or a coalition of
any of the above. An additional $1,293,358 was appropriated
for grants to school libraries. An appropriation of $1,500,000
from the Live and Learn Fund was made to the Secretary of
State to support and expand the Family Literacy Programs.

Foradditional information, contact the Literacy Office Coor-
dinator, Office of the Secretary of State, 431 South Fourth
Street, Springfield, Illinois 62701, telephone 217/785-6921.

Illinois Educational Labor Relations Board

A total of $1,242,100 was appropriated in Fiscal Year 1997 for
the operating expenses of the Illinois Educational Labor
Relations Board. This board oversees the administration of
state law, with respect to collective bargaining in Ilinois
public educational programs.

Chicago School Finance Authority

The Chicago School Finance Authority (CSFA), under the
provisions of Article 34A of the School Code, exercises
financial control over Chicago Public School District 299.
Each year, the CSFA adopts a budget for its operations.
Funding for the CSFA comes from the district’s General State
Aid allocation. For Fiscal Year 1997, nothing will be paid to
the CSFA; it has a sufficient carryover from Fiscal Year 1996
to cover its reduced expenses this year.
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Summary of State Funding
Fiscal Year 1997

Appropriated to the State Board of Education
General State Aid
Supplementary (Hold-harmless) Payments
Interest on Deferred General State Aid Payments
Supplementary State Aid for New and Certain Annexing Districts
Educational Service Regions
Salaries of Regional Superintendents and
Assistant Regional Superintendents
Audits
Supervisory Expense Fund
City of Chicago Responsibilities
Tuition of Children from Orphanages, Children’s Homes,
or in State-Owned Housing
Tax-Equivalent Grant
Teachers’ Retirement Systems
Chicago
Early Retirement Incentive Program
(Section 16-133.5 of the Illinois Pension Code)

"Pupil Transportation

Regular and Vocational

Special Education

Parent or Guardian Grant Program
School Bus Safety Control Devices

Driver Education -
Program Reimbursement
- Administration

Adult Education and Literacy
Section 3-1, Adult Education Act
Public Assistance
Basic
Special Education
Personnel
Private Tuition
Extraordinary
Orphanages
Summer School
Community and Residential Services Authority
Philip J. Rock Center and School/Materials for Visually Impaired
Regional Low-Incidence Handicapped
Early Intervention~Infants and Toddlers
Regular Education Initiative Programs
Recording for the Blind and Dyslexic
Life Education Center Foundation
Illinois State Free Lunch and Breakfast Programs
Bilingual Education
Chicago
Downstate
Statewide Bilingual Assessment Program
Vocational Education
Basic Programs

Vocational Education Retraining (Vocational Instructor Practicum)

Vocational Education Technical Preparation Programs
Lllinois Student Apprenticeship System

Llinois Council on Vocational Education

Partnership Academies '

BEST COPY AVAILABLE 5. 47

$ 6,461,500
603,300
102,000
940,000

$ 62,044,700
937,000

$ 132,000,000
125,584,200
5,120,000
150,000

$ 15,750,000
765,000

$ 10,277,200
10,068,200
1,659,900

$ 209,831,300
31,316,200
101,071,500
110,478,600
3,131,800
262,400
3,325,700
1,500,000
12,000,000
1,200,000

$ 31,209,000
23,028,000
400,000

$ 46,874,500
1,512,700
5,000,000
1,000,000
86,600
600,000

$2,377,571,500
23,200,000
1,252,300
11,000,000
8,106,800

12,453,200
172,800
62,981,700

262,854,200

16,515,000

22,005,300

474,117,500

150,000
275,000
15,650,000
54,637,000

55,073,800



Education to Careers: Career Awareness and

Development Initiative
. Gifted Education— :

Learning Improvement and Quality Development

Public and Nonpublic Textbook Loan Program

Preschool Educational Programs for At-Risk 3-5-Year-Olds

Early Childhood Parental Training

Prevention Initiative At-Risk Pilot Programs

Block Grants (Section 1C-2 of the School Code)

Block Grants/School Safety and Educational
Improvement Programs :

Substance Abuse and Violence Prevention Program

K-6 Planning District-wide Comprehensive Arts Program

Certification Testing (Basic Skills and Subject Matter Knowledge)

$ 1,057,300
19,695,800
9,586,800
9,192,100
112,190,400
3,911,100
2,000,000
25,127,500

52,500,000
5,468,300
499,700
550,000

Hlinois Goal Assessment Programs (Operational Expenses and Technical Assistance)5,740,000

Reading Improvement, Grades K-6

Implementation of Computer Technology in the Classroom/Technology

for Success Program
Consumer Education Proficiency Test Development
Educational Service Centers/Regional Offices of Education
llinois Administrators’ Academy
Teachers’ Academy for Mathematics and Science (Chicago)
Dropout and Alternative Education Programs
ROE Alternative Education Programs
Program Evaluations
Governmental Student Internship Program
Hispanic Student Programs
Agricultural Education Program

Center on Scientific Literacy/Scientific Literacy Promotion Programs

Minority Transition Program »
Illinois Scholars Program
linois Teacher of the Year Award
Urban Education Partnership Grants
Project Success
Project Jumpstart
Cicero.School District 99 (Reappropriation)
City of Carbondale
City of DuQuoin
Report Cards (Printing and Distributing)
Criminal Background Investigations
Giant Steps Pilot Program/Darien School District 61
Illinois Alliance of Essential Schools, Projects and Programs
U.S. Senate Youth Program/Hearst Scholarship
Education Reform Programs/Joyce Foundation
Education Reform Programs/MacArthur Foundation
Dlinois State Board of Education
General Operations
linois Purchased Care Review Board
Preschool Educational Programs Administration
Teacher Certification and Technology Fund
Leadership Development Institute Program
linois Academic and Workplace Standards Project
State Interest Liability (Federal Cash
Management Improvement Act)
ISBE Technology Program

Subtotal
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$ 22,765,100
101,800
484,000
450,000
350,000

1,350,000

.275,000-

740,000

45,389,500

30,000,000
150,000
11,771,400
887,500
1,050,000
17,460,000
15,000,000
' 200,000
129,900
374,600
1,299,800
9,783,000
300,000
1,104,300
110,000
1,450,000
3,000,000
2,000,000 -

- 50,000
1,500,000
880,000
1,113,600

* 375,000
150,000
232,000
1,000
200,000
300,000
26,515,900

$3,818,312,600



Appropriated to Other State Agencies

Teachers’ Retirement Systems $ 386,198,000

Downstate $ 346,565,500
Supplementary (Downstate). - 31,403,500
Supplementary (Chicago) 50,000
Supplementary Payments, Sections 16-135 and

16-149.4 of the llinois Pension Code (Downstate) 66,000

Additional Costs Due to Establishment of Minimum
Retirement Allowances, Sections 16-136.2

and 16-163.3 of the llinois Pension Code (Downstate) 8,113,000
Capital Development Board (Appropriations and Reappropriations) 25,765,235
Chicago $ 7,998,967 '
Downstate 13,277,673
Mathematics and Science Academy 4,488,595
Commerce and Community Affairs - 169,252
Reappropriation for Statewide School Weatherization Program  § 169,252
State Treasurer:
School Construction Bonds-Debt Service 17,165,917
Principal $ 12,982,721
Interest 4,183,196
llinois Department of Corrections School District 32,745,100
llinois Mathematics and Science Academy _ 13,940,700
Operating Expenses $ 13,367,800
Retirement Contributions 572,900
Prairie State 2000 Authority 1,256,200
Tuition and Educational Fee Vouchers $ 1,256,200
Secretary of State 7,793,358
Literacy $ 5,000,000
Family Literacy 1,500,000
Grants to School Libraries 1,293,358
Mlinois Educational Labor Relations Board 1,242,100
Subtotal $ 486,275,862
TOTAL ' $4,304,588,462

Funds in this chart appropriated to the State Board of Education from the Common School Fund, the Driver Education Fund,
the Education Assistance Fund, the General Revenue Fund and other special funds are in Public Act 89-501 (Senate Bill 1260).
Appropriations to other State agencies are also in Public Act 89-501.

L
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SUMMARY

State Appropriations by Fund
Elementary and Secondary Education
Fiscal Year 1997

State Other
Board of State
Education Agencies Total

Common School Fund $1,924,820,300 $346,565,500 $2,271,385,800
General Revenue Fund 1,296,744,300 61,386,152 1,358,130,452
Education Assistance Fund . 573,000,000 773,500 573,773,500
State Pensions Fund -0- 31,450,306 31,450,306
School Construction Fund -0- 21,276,640 21,276,640
General Obligation Bond Retirement

and Interest Fund -0- 17,165,917 17,165,917 -
Driver Education Fund 16,515,000 £0- 16,515,000
Early Intervention Services 3

Revenue Fund 6,000,000 -0- 6,000,000
Capital Development Fund -0- 4,488,595 4,488,595
Live and Learn Fund 0- 1,500,000 1,500,000
Secretary of State Special

Services Fund -0- 1,000,000 1,000,000
State Board of Education State Trust Fund 733,000 -0- 733,000
Illinois Mathematics and Science

Academy Income Fund -0- 500,000 500,000
Teacher Certification and Technology Fund 450,000 0- 450,000
Petroleum Violation Fund -0- 169,252 169,252
Build Illinois Bond Fund 50,000 , -0- 50,000
Total Appropriations.and

Reappropriations, All Funds $3,818,312,600 $486,275,862 $4,304,588,462
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PART II
Federal Education Programs

This part provides a brief overview of the educational pro-
grams in Illinois’ common schools supported by federal
funding. The following sections reflect the Fiscal Year 1997
federal grant awards to the state of Illinois. A financial
summary detailing approximate amounts available for Illinois
schools and for state administration of programs during Fiscal
Year 1997 is provided at the end of this chapter. This chart
reflects the state appropriation level for both current Fiscal
Year 1997 and carryover Fiscal Year 1996 grant funds. The
federal fiscal year is October 1 through September 30. Unless
otherwise noted, referencesin this part toa fiscal year mean the
federal fiscal year.

Compensatory Education

Improving America’s Schools Act, Title I, Public Law 103-382,
Helping Disadvantaged Children Meet High Standards. Dur-
ing Fiscal Year 1997, grants will enable schools to provide
opportunities to help children served acquire the knowledge
and skills necessary to meet challenging state standards devel-
oped for all children. The Fiscal Year 1997 federal grant for
this program is $318,069,545. For further information, con-
tact the Grants Management Division at 217/782-3810.

Improving America’sSchools Act, Title I, PublicLaw103-382,
Neglected and Delinquent Children. Funds are provided to
the Hlinois State Board of Education for planning, develop-
ment and funding of supplementary educational programs for
qualifying children in private or state institutions for neglected
or delinquent children including both adult and juvenile
correctional institutions. The Fiscal Year 1997 federal grant is
allocated for implementation of adult and juvenile corrections
projects, while some monies are reserved for projects serving
children in private institutions. For further information,
contact the Intermediate and Secondary Education Division at
217/782-5728. :

Improving America’s Schools Act, Public Law 103-382, State
Program Improvement Grants. During Fiscal Year 1997,
grants will be made to Regional Offices of Education and
Intermediate Service Centers to assist local education agencies
that identify schools whose achievement of Title 1 children
has shown inadequate improvement or who are eligible to
plan for schoolwide programs. The Fiscal Year 1997 Federal
grant for this program is $1,112,474. For further information,
contact the Innovation and Reform Support Division at 312/
814-3850.

Improving America’s Schools Act, Title I, Public Law 103-382,
Capital Expenses/Private Schools. During Fiscal Year 1997,
grants will be made to local education agencies to reimburse
capital expenses incurred during the fiscal year as a result of
providing equitable services to eligible private school children.
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The Fiscal Year 1997 Federal grant for this program is

-$1,422,234. For further information, contact the Grants

' Management Division at 217/782-3810.
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Improving America’s Schools Act, Title I, Public Law 103-
382, Handicapped Children. The purpose of this program is
to provide supplemental funds for children and youth with
disabilities who are served in state-supported/state-operated
facilities. This program was merged with Parts Band H of the
Individuals with Disabilities Act in Fiscal Year 1996.

Ten million dollars has been appropriated for Fiscal Year
1997.

For additional information, contact the Information and
Reception Center at 217/782-4321.

Improving America’s Schools Act, Title I, Public Law 103-382,
Migrant Children. Grants are made to the state educational
agency to fund 21 programs, one of which is at a state
university and two, at private, nonprofit organizations which
develop supplemental educational programsto meet the unique
needs of children of itinerant agricultural workers and agricul-
tural workers who have settled out of the migrant stream.
Technical assistance and inservice activities are provided by
staff of the State Board of Education. The Fiscal Year 1997
federal grant totals $1,795,060. For further information,
contact the Innovation and Reform Support Division at 312/
814-3850.

Improving America’s Schools Act, Title I, Public Law 103-382,
Even Start Family Literacy Program. The purpose of the Even
Start Family Literacy Program is to integrate early childhood
education and adult education for parents into a project that
builds on existing community resources.

Now in its eighth year, the program was administered directly
by the federal government until July 1, 1992. The program
now is administered by the Illinois State Board of Education.
In prior years, this appropriation was included under Chapter
1;in Fiscal Year 1997, a separate appropriation has been made.
Twenty-four projects are currently funded in Illinois. The
total grant to the state for this year is $4,412,438.

Improving America’sSchools Act, Title I, PublicLaw 103-382..
The purpose of Title IT of the Improving America’s Schools
Act (the Dwight D. Eisenhower Professional Development
Program) is to provide sustained and intensive high-quality
professional development in mathematics and science.
Depending upon annual appropriation levels, a portion of the
funds may be spent for professional development in other core
subject areas.
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During Fiscal Year 1997 approximately $9.1 million is avail-
able to local education agencies for the benefit of public and
nonpublic teachers and their students. In addition, approxi-
mately $509,787 supports demonstration and exemplary pro-
grams, and approximately $509,787 facilitates technical assis-
tance, assessment and evaluation, and program administration
services.

Allocations to local education agencies are made as follows:

* Fifty percent of the funds is distributed in proportion to
public and nonpublic school enrollment.

* Fifty percent of the funds is distributed in proportion to
IASA, Title I grants in the state.

For further information, contact the Grants Management
Division at 217/782-3810.

Improving America’s School Act, Title VI, Public Law 103-382,
Innovation Education Program Strategies, (formerly ESEA,
Chapter 2). Title VI supports local education reform efforts
and efforts to accomplish the National Education Goals and
provides a continuing source of innovation and educational
improvements to meet the special educational needs of at-risk
and high-cost students.

During Fiscal Year 1997, $19.9 million has been allocated to
local school districts for the benefit of public and nonpublic
students. Seventy percent of these funds is distributed accord-
ing to the 1996 public and nonpublic Fall Housing Enroll-
ment. Thirty percent of these funds is distributed according
to the number of economically disadvantaged students, de-
fined as IASA, Title 1 eligibles and determined by the 1990
United States Census. In addition, $1.3 million is used to
support direct services to local educational agencies.

For further information, contact the Grants Management
Division at 217/782-3810.

Improving America’s Schools Act, Title VII, Public Law
103-382, Bilingual-Education, Language-Enhancement, and
Language-Acquisition Programs. For Fiscal Year 1997, ISBE
has been appropriated $86,800 to provide technical assistance
to LEAsand gather data on bilingual education in Illinois. For
further information, contact the Innovation and Reform
Support Division at 312/814-3850.

Special Education

Special Education Preschool Grants, IDEA. IDEA provides

for the implementation of preschool grants to assist in the
education of children with disabilities who are age three
through five. Services are provided by local school districts,
special education cooperatives, regional programs and
state-operated schools. TheFiscal Year 1997 federal preschool
grant totals approximately $16 million. Seventy-five percent
of this amount goes to local districts, with the remainder
supporting special discretionary projects and state administra-
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Individuals with Disabilities Education Act, Part C, Deaf/
Blind Centers. During Fiscal Year 1997, the Deaf/Blind
Federal Assistance Program will be primarily operated through
asubgrant to the Philip ]. Rock Center and School. The focus
of the grant is on deaf/blind children, ages birth to three, with
some services to students who have graduated but are not yet
22 years old. The total grant awarded is $225,000 for Fiscal
Year 1997.

Special Education Medicaid Matching Fund. This program
provides supplemental funds for special education and related
services pursuant to an individualized education program or
individualized family service plan, as well as screening and
diagnostics for students between the ages of birth and 21
eligible for Medicaid. Illinois will also pursue matching funds
for administrative end-service costs under Part H.

It is estimated that 60,000 students with disabilities receiving
special education services are also eligible for Medicaid.

The Illinois Department of Public Aid will process the claims
and draw down the federal funds for deposit into this account.
The Hlinois State Board of Education will flow the payments
at 50% of allowable costs to the school district, special educa-
tion cooperative and regional program providing the services.

For Fiscal Year 1997, $120,000,000 has been appropriated for
this program.

Illinois Purchased Care Review Board. The Governor’s
Purchased Care Review Board was redesignated the Illinois
Purchased Care Review Board and placed under the State
Board of Education for administration and staff support by
Senate Bill 465 (Public Act 89-21) effective July 1, 1995.
The amount of $202,100 in federal funds was appropriated
for operational expenses of the board for Fiscal Year 1997.

Training Personnel for the Education of the Handicapped—
Grants to State Educational Agencies. Part D of IDEA grants

" under this program assist states to establish and maintain

inservice programs to prepare personnel to meet the needs of
children with disabilities, consistent with the personnel needs
identified in the state’s Comprehensive System of Personnel
Development (CSPD) plan. Inservice activities are provided
to regular and special education teachers and administrators,
parents and related services personnel who are providing
educational services to children and youth with disabilities.
TheFiscal Year 1997 appropriation for this program is $279,800.
For moreinformation, contact the Professional Development
Division at 217/524-4832.

Special Education Program Information. For additional in-
formation concerning either federal- or state-funded programs
for special education services, contact the Information and
Reception Center at 217/782-4321.
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Equal Educational Opportunity

Title IV of the Civil Rights Act of 1964. This program,
administered by the Center for Professional Development,
Standards and Accountability, is made possible by a grant
from the United States Department of Education. It offers
informational resources, consultant services and staff training
to local school districts in meeting needs related to the elimi-
nation and prevention of discrimination on the basis of race,
gender and national origin and the promotion of educational

equity.

Although the program is authorized and prepared to meet a
broad range of educational equity concerns, during Fiscal Year
1997 the focus will be primarily on four important areas of
need; preparing teachers for effective service in schools with
culturally diverse populations; integrating multicultural, gen-
der-fair content in the regular curriculum; promoting fair and
effective school discipline; and preventing sexual harassment
in schools.

For further information, contact the Center for Professional
Development, Standards and Assessment at 312/814-2222.

Emergency Immigrant Education Program, Emergency Im-
migrant Education Act of 1984, Public Law 98-511. This Act
provides funding grants to state education agencies for local
education agencies that are providing publiceducation services
to eligibleimmigrant children who have beenattendingschool
in the United States for less than three complete academic
years. Eligible immigrant children will include only the
children of lawful, permanent, resident aliens; refugees; per-
sons granted asylum; parolees; persons of other immigrant
status; and immigrant residents in the United States without
proper documentation. Eligible immigrant children must be
counted during a federally prescribed enrollment period.

Eligible school districts are those in which the number of .

immigrant children who are enrolled is equal to at least 500, or
three percent of the total number of students enrolled. The
Fiscal Year 1997 federal grant totals approximately $4 million.
For further information, contact the Innovation and Reform
Support Division at 312/814-3850.

Educational Research. For Fiscal Year 1997, $110,300 has
been appropriated from the Federal Department of Education
Fund for operational expenses for Educational Research.

School Lunch Act and Child Nutrition
Programs

National School Lunch Program. This voluntary program is
open to all public schools, private schools and residential
child-care institutions which agree to operate a nonprofit
lunch program, offer school lunch meals meeting federal
requirements to all children in attendance, and protect the
anonymity of students eligible for free or reduced-price meals.
Thefederal lunch requirement is designed to provide one-third

~f@" " students’ daily nutritional requirements. To enable
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schools to provide low-cost lunches to students, a flat rate of
reimbursement is paid on all lunches meeting these require-
ments, with additional reimbursement paid for lunches served
to students eligible for free or reduced-price meals. Approxi-
mately $199.8 million of federal funds has been allocated to
this program for Fiscal Year 1997,

The federal income guidelines for free and reduced-price meals
during Fiscal Year 1997 are as follows:

Meal Program Participation
Income Guideline Levels

Level for Level for

Household Free Meals Reduced-Price Meals

Size Annual Month Week Annual Month Week
1 $10,062 $ 839 $194 |$14,319 $1,194 $276
2 13,468 1,123 259 | 19,166 1,598 369
3 16,874 1,407 325| 24,013 2,002 462
4 20,280 1,690 390 | 28,860 2,405 555
5 23,686 1,974 456 33,707 2,809 649
6 27,092 2,258 521 38,554 3,213 742
7 30,498 2,542 587 | 43,401 3,617 835
8 33,904 2,826 652| 48,248 4,021 928

Each

additional

family member

add +3,406 +284 +66| +4,847 +404 +94

Income s defined as any monies earned before any deductions
such as income taxes, social security taxes, insurance premi-
ums, charitable contributions, and bonds. It includes the
following: (1) monetary compensation for services, including
wages, salary, commissions or fees; (2) net income from non-
farm self-employment; (3) net income from farm self-employ-
ment; (4) social security; (5) dividends or interest on savings or
bonds or income from estates or trusts; (6) net rental income;
(7) public assistance or welfare payments; (8) unemployment
compensation; (9) government civilian employee or military
retirement or pensions or veteran payments; (10) private
pensions or annuities; (11) alimony or child support pay-
ments; (12) regular contributions from persons not living in
the household; (13) net royalties; and (14) other cash income.
Other cash income would include cash amounts received or
withdrawn from any source including savings, investments,
trust accounts, and other resources which would be available
to pay the price of a child’s meal.

Local program sponsors determine eligibility for free or
reduced-price meals utilizing the federal income guidelines.

Federal reimbursement rates forlunches, for the period July 1,
1996, through June 30, 1997, are as follows:
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Reimbursement Rates
for National School Lunch Program

Free Lunch $1.8375
Reduced-Price Lunch $1.4375
Paid Lunch $ 1775

Reimbursement rates are increased by two cents for all spon-
sors having 60 percent or more free and reduced-price lunches
in the second preceding school year.
provide that the maximum chargeto thechild forareduced-price
lunchis 40 cents. In addition, lllinois provides state reimburse-
ment of up to 12.25 cents for each free lunch served to an

eligible child.

School Breakfast Program. This voluntary programis open to
all public schools, nonprofit private schools, and residential
child-care institutions that agree to operate a nonprofit break-
fast program. Program sponsors must offer breakfast meals
meeting federal requirements to all children in attendance and
agree to protect the anonymity of students eligible for free or
reduced-price meals. To enable schools to provide low-cost
breakfasts to students, reimbursement rates are $0.1975 for
paid breakfasts, $0.7175 for reduced-price breakfasts, and
$1.0175 for free breakfasts. Reimbursement ratesareincreased
by $0.2000 for schools approved as eligible for School Break-
fast Program severe need reimbursement. In addition, Illinois
provides a maximum state reimbursement of 12.25 cents for
each free breakfast served to an eligible child. The maximum
charge to a child for a reduced-price breakfast is 30 cents.

Approximately $31.8 million of federal funds has been allo-
 cated to this program for Fiscal Year 1997.

Special Milk Program. This voluntary program is open to all
public schools, private schools, residential child-care institu-
tions, day-care. centers, and camps that agree to operate a
nonprofit milk program. Participation is limited to organiza-
tions which do not operate a federal feeding program or which
have half-day kindergarten classes that do not have access to a
federal feeding program. The intent of the program is to

encourage and establish the habit of drinking fresh, fluid milk

as a nutritious beverage. Reimbursement is provided to
participating sponsors for all milk served; the one-half pint
reimbursement rate is 12.25 cents. In addition, milk served
free to eligible needy children is reimbursed at the average
dairy charge. ‘ '

Approximately $3.1 million has been allocated to this pro-
gram for Fiscal Year 1997.

Summer Food Service Program. This voluntary program is
open to public or nonprofit private schools; residential camps;

state, local, municipal, or county government entities; and

private non-profit organizations. The intent of the program

1s to serve nutritious meals during the summer months to

children who during the regular school year received free or

reduced-price meals under the National School Lunch and
Q
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School Breakfast programs. If it can be documented that
one-half of the pupils in the area served by the sponsor are
eligible for free or reduced-price meals during the regular
school year, thenall children in thearea may receive free meals.
Reimbursement is available based on the number of meals
served to eligible participants. Additional reimbursement is
available to assist sponsors in covering administrative costs
incurred in operating a summer feeding program. Approxi-
mately $11.5 million has been allocated to this program for
Fiscal Year 1997.

Child and Adult Care Food Program. This program is
designed to encourage the serving of nutritious meals to
childrenattending child-care centersand family day-care homes.
It is a voluntary program open to family day-care homes,
child-care centers, Head Start centers and outside-school-hour
centers which are licensed by the Department of Children and
Family Services (DCFS). All sponsors must be either federally
tax-exempt or for profit and have a minimum of 25% of
enrolled children funded by DCFS and/or Public Aid. Meals
eligible for reimbursement include breakfast, morning and
afternoon supplements, lunch and supper.

Family day-care homes are reimbursed at the rate of $0.8625
for each breakfast, $0.4700 for each supplement and $1.5750
for each lunch or supper served. Additional reimbursement is
provided to sponsors of family day-care-homes to cover
administrative costs.

Child-care centers are reimbursed in the same manner as in the
National School Lunch and Breakfast Programs. Reimburse-
ment rates are as follows:

Free Reduced-Price  Paid
Breakfast $1.0175 $ 7175 $ 1975
Lunch/Supper  1.8375 1.4375 1775
Supplement .5050 .2525 .0450

Approximately $70.1 million has been allocated to this pro-

gram for Fiscal Year 1997.

Food Distribution Program. TheFood Distribution Program
1s designed to help program sponsors reduce the cost of
providing meals and to help achieve maximum utilization of
agriculture surplus. This voluntary program is open to all
public and nonprofit private schools, institutions, summer
camps, and summer food service programs. The U.S.
government-donated commodities are made available to par-
ticipating sponsors based upon the average number of meals
served daily to eligible participants.

Approximately $30 million worth of food will be distributed
in Fiscal Year 1997.

Nutrition Education and Training Program, Public Law
23-166. The Nutrition Education and Training Program
developed in Illinois includes four basic goals: 1) to facilitate
a nutrition education process which helps Illinois children to
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make informed food choices during their formative years; 2)
to enhance teachers’ ability to integrate sound nutrition
information into thecurriculum at each grade level; 3) to
delineateand strengthen the role of school food service person-
nel in food service and nutrition education; and 4) to identify,
compile, evaluate, develop, and provide nutrition education
curriculum materials to educational institutions.

Using federal funds, the Illinois State Board of Education
funds three regional centers each school year. These centers
offer a network to provide resources and services. Addition-
ally, mini-grants are available to local education agencies for
the development of programs and materials. The federal grant
award being used to fund these projects for Fiscal Year 1997 is
approximately $650,000.

Persons interested in receiving additional information about
any of the child nutrition programs available in Illinois should
contact the Financial Outreach Services Division at 800/
545-7892 or 217/782-2491.

Adult, Vocational and Technical Education

Vocational education programs in Hlinois are supported
through both federal and state funds. This appropriation
focuses on concentrating resources for improving educational
programs and providingsupport services to special population
students leading to academic and occupational skill competen-
cies needed to work in a technically advanced society. During
Fiscal Year 1997, the basic state grant is $37,624,138.

Specifically, the grant to Ilinois is allotted as follows:

* 5 percent for State Administration,
* 8.5 percent for State Leadership,
* 75 percent for local funds distribution,

e 10.5 percent for individuals who are single parents or
displaced homemakers and for individuals who are in
programs designed to eliminate sex bias and sex-role
stereotyping, and

* 1 percent for corrections education.

Ilinois Council on Vocational Education (ICoVE). Federal

law requires all states receiving federal funds for Vocational
Education to establish a State Council on Vocational Educa-
tion to carry out specified roles and responsibilities. Members
of the Illinois Council on Vocational Education (ICoVE) are
appointed by the Governor of Illinois, as designated by the
federal act. Membership includes seven individuals represent-
ing the private sector and six members representing the
education community.

For Fiscal Year 1997, the Hlinois Council on Vocational

Education was appropriated $293,100 of federal funds from
the U.S. Department of Education to fulfill its responsibilities.
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Job Training Partnership Act (JTPA), Public Law 97-300,

TitleI, State Education Coordination and Grants, Section 123.
The Secretary of the U.S. Department of Labor allots to the
Governor for allocation to any state education agency the
sums made available to pay for the federal share of costs for
carrying out projects that

1. provideschool-to-work transition services that have been
demonstrated effective and that increase the rate of gradu-
ation from high school and other services that increase
school dropouts’ return rate to regular or alternative
schooling (may include services to support multi-year
dropout prevention programs);

2. provide literacy and lifelong learning opportunities and
services of demonstrated effectiveness to enhance the
knowledge and skills of educationally and economically
disadvantaged individuals;

3. providestatewide coordinated approaches including model
programs to train, place, and retain women in nontradi-
uonal employment; and

4. facilitate coordination of education and training services
for eligible participants in projects described in subpara-
graphs (1), (2), and (3) of Section 123.

Funds available under this section may also be used for school-
wide projects, provided certain poverty and disadvantaged
population criteria are met.

Cooperative agreements with administrative entities in Ser-
vice Delivery Areas (SDAs) aid in coordination and collabora-
tion of services. The Fiscal Year 1997 grant to the Illinois State
Board of Education is $2,252,285.

Vocational Education/Technical Preparation. In Fiscal Year
1997, $3,986,970 in federal funding was available to develop
and operate Technical Preparation programs. Programs must
1) be carried out in an articulation agreement; 2) consist of the
two years of secondary school preceding graduation and two
years of community college or an apprenticeship program of
atleasttwo years with acommon core in mathematics, science,
communications and technologies; 3) include the develop-
ment of Technical Preparation curricula; 4) include inservice
training for teachersand counselors; 5) provide equal access for
special populations; and 6) provide for preparatory services.

Persons interested in receiving additional information should
contact the Illinois State Board of Education, Workforce
Preparations Partnership Division at 217/782-4620.

Learning Technology for Schools Program

The amount of $1,000,000 has been appropriated from the
ISBE National Science Foundation Fund for Operational
Costs of the Learning Technology for Schools Program.
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Education-to-Careers (School-to-Work) Program. The pur-
pose of this interagency initiative is to implement a statewide
system of education-to-careers transition that will provide in-
school youth and recent dropouts with school-based services,
work-based learning and appropriate connecting activities to
enable them to transition smoothly from a school setting to
the workplace.

This system will serve high school youth and community
college youth and adults in pursuing a course of studies in
preparation for a high skill, high wage career. Services will
include rigorous academic instruction, workplace and imple-
mentation skills instruction, technical instruction based on
industry defined skills, and work based learning.

Funds will be dispersed to 39 Illinois local partnerships to
support planning activities designed to build system compo-
nents at the local level.

Federal Adult Education Act-Public Law 100-297. This
program provides funding for instruction for adults, 16 years
of age and older, who are not otherwise enrolled in school and
have not successfully completed the secondary level. These
funds support basic education instruction, English as a second
language, literacy programs (family, workplace and volun-
teer), courses to complete a high school diploma or prepare for
the General Education Development (GED) test, and
competency-based education programs. Priority is given to
serving persons defined as educationally disadvantaged, i.e.,
0-5.9 reading level.

Local education agencies, community colleges, and private
nonprofit agencies may apply directly for these funds, pro-
vided they participate in an adult education area planning
council. Local education agencies may also enter into coopera-
tive arrangements with public and private agencies to provide
these services. Participation is by application to ISBE. The
Fiscal Year 1997 federal grant totals approximately $10.2

million. Additionally, the state appropriated $11,937,100.

under the state match and maintenance of effort requirements.

Adult, Vocational and Employment Program Information.
Information concerning both state and federal programs of
adult, continuing, vocational and employment training and
education can be obtained from the Center for Business,
Community and Family Partnerships at 217/782-4870.

Special Federal Programs

Improving America’s Schools Act, Title IV, Public Law
103-382, Safe and Drug-Free Schools and Communities. Un-
der Title IV of IASA, Safe and Drug-Free Schools and Com-
munities, federal financial assistance is available to establish
drug abuse education and violence prevention programs in
schools and other settings.

A local school district or intermediate education agency or
consortium (including Regional Offices of Education and
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Intermediate Service Centers) may receive funds based upon
programs and applications approved by the Illinois State
Board of Education.

During Fiscal Year 1997, approximately $13.7 million is
allocatedtolocal educationagencies; seventy percent is distrib-
uted in proportion to public and nonpublic school enroll-
ments and thirty percent is distributed to LEAs with the
greatest need. Approximately $1,358,350 supports training
and technical assistance programs, demonstration projects,
development and dissemination of curriculum materials and
administrative costs.

For further information, contact the Grants Management
Division at 217/782-3810.

School Health Personnel Training. This project is funded by
the Centers for Disease Control (CDC) for the development

of atechnical assistance delivery system in Illinois for compre-
hensive health and HIV/AIDS education. Through the train-
ing of school staff and delivery of technical assistance, students
will become more knowledgeable about comprehensive health
issues. ISBE will receive approximately $325,900 during Fiscal
Year 1997.

Stewart B. McKinney Homeless Assistance
Program—Children

The Illinois State Board of Education receives funds annually
from the United States Department of Education to adminis-
ter the Education for Homeless Children and Youth Program
authorized under the Stewart B. McKinney Homeless Assis-
tance Act (PL 100-77) as amended. Funds are made available
under the Act specifically to facilitate the enrollment, atten-
dance and school success of school-age children of homeless
individuals and homeless youths.

Fourteen grants and one state-wide technical assistance project
are funded with $1,057,820 granted to Illinois for Fiscal Year
1997.

Carnegie Foundation Grant

Hlinois is one of 15 states receiving a grant from the Carnegie
Corporation of New York, matched by an equal amount in
state dollars, to implement a plan for restructuring
middle-grades education with special emphasis on providing
students with accurate information about health, creating a
healthy environment, ensuring access to critical health and
mental health services, and integrating curriculum assessed by
applying knowledge and skills to real-life situations. The
private philanthropic foundation is providing the state with
more than $600,000 over a five-year period.

Recommendations identified as key to effective middle-grades
education include

* Creating small communities for learning,
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® Teaching a core academic program,

* Ensuring success for all students,

¢ Empowering teachers and administrators to make deci-
sions about the experiences of middle grade students,

* Staffing middle grade schools with teachers who are

experts at teaching young adolescents,

® Improving academic performance through fostering the
health and fitness of young adolescents,

* Reengaging families in the education of young adoles-
cents, and

® Connecting schools with communities.

Individuals interested in learning more about the State’s
middle school initiative should contact the Innovation and
Reform Support Division at 217/524-4832.

Common Core Data Survey

These funds are used to offset travel, administration, and other
costs associated with the State Board of Education’s participa-
tion in the National Cooperative Statistics System which was
established in 1988. Thirty-two thousand dollars has been
appropriated for this program for Fiscal Year 1997.

This funding provides for

* Attendance by the Illinois Liaison at two meetings a year
of the National Forum on Education Statistics, a group
composed of State and federal representatives;

® Attendance by management, information and research
staff members at two annual conferences; and

¢ Development of data systems which will allow more
comparable education data.

Goals 2000: Educate America Act

The “Goals 2000: Educate America Act” (20-USC5889) autho-
rizes the Illinois State Board of Education to make competitive
awards to local educational agencies to develop and implement
systemic educational reform consistent with the State Goals
for Learning and the Illinois Public School Accreditation
Process, as described in the State Board’s rules for Public
Schools’ Evaluation, Recognition and Supervision. Resources
made available through these grants will assist LEAs with
improvement efforts as defined in their local School Improve-
ment Plan. Through this process, schools will choose how to
develop services and programs so that all students can meet the
locally developed standards that are aligned with State and
national goals.

The development of servicesand programs should integrate all
available resources (e.g., vocational/technical, gifted, bilin-
gual, Special Education, Title I, and other categorical pro-
grams) to create a unified, efficient and effective delivery of
services to all students.
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Districts may apply for a grant to develop or implement a
districtwide plan for school improvement, to improve educa-
tor preservice programs including how to work effectively
with parents and the community, and to support continuing
sustained professional development activities for educators
and school administrators or related services personnel work-
ing with educators which will increase student learning.

The total amount of federal funds available for Fiscal Year
1997 will be approximately $16 million.

For further information, contact the Grants Management
Division at 217/782-3810.

Charter Schools Program

For Fiscal Year 1997, $250,000 has been appropriated to the
State Board of Education from the Federal Department of
Education Fund for costs associated with the Charter Schools
Program.

Urban Education (MacArthur Foundation
Fund)

The General Assembly appropriated $30,000 for this program
for Fiscal Year 1997.

Learn and Serve America (Federal National
Community Service Grant)

Learnand Serve America supports school-based programs and
their partnership initiatives that provide youth with opportu-
nities to learn and develop their own capabilities through
service-learning. Service-learning is an educational method
which engages young people in service to their communities
as a means of enriching their academic learning, promoting
personal growth, and helping them to develop the skills .
needed for productive citizenship. For Fiscal Year 1997, more
than $1 million has been appropriated for this program. The
program’s goals are to:

* Encou'rage elementary and secondary school teachers to
create, develop and offer service-learning opportunities
for all school-age youth;

® Educate teachers about service-learning and how to incor-
porate these opportunities into classrooms to enhance
academic learning;

o Coordinate the work of adult volunteers in schools;

® Introduce young people to a broad range of careers and
expose them to further education and training;

® Hire service-learning coordinators to assist with identify-
ing community partners and implementing school-based
service-learning programs;

e Provide technical assistance and information to facilitate
the training of teachers who want to, use service-learning
in their classrooms;
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® Assist local partnerships in the planning, development,
and execution of service-learning projects.

For more information call the Community and Family Part-
nerships Division at 217/782-3370.

Christa McAuliffe Fellowship
The grant for this program is $40,000 for Fiscal Year 1997.

Telecommunication and Information
Infrastructure Program

For Fiscal Year 1997, $750,000 has been appropriated to the

State Board of Education from the U.S. Department of

Commerce Fund for costs associated with the Telecommuni-
cation and Information Infrastructure Program.

1

Environmental Instructor Practicum

The amount of $46,300 has been appropriated to the State
Board of Education from the United States Environmental
Protection Fund for operational expenses for a Environmen-
tal Instructors Practicum.

Special Federal Programs -

School Assistance in Federally Affected Areas, Public Law
81-815. Public Law 81-815 provides assistance to school

districts for the construction of school facilities urgently
needed because of substantially increased enrollments result-
ing from federal activity or loss through a major disaster. For
further information, contact the Funding and Disbursement
Services Division at 217/782-5256.

School Assistance in Federally Affected Areas, Public Law
81-874. Public Law 81-874 was initiated during the early 1950s

to compensate school districts for the loss of property tax
revenues related to federal property occupancy: Public Law
81-874 will provide about 80 Illinois school districts with
approximately $10°million in Fiscal Year 1997. Funds are
provided directly to eligible districts by the federal govern-

ment.
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The federal assistance is commonly referred to as Federal
Impact Aid. For additional information, please contact the
Funding and Disbursement Services Division at 217/782-5256.

Lincoln’s Challenge Prografn

The sum of $1,000,000 has been reappropriated from the
Federal Support Agreement Revolving Fund to the Depart-
ment of Military Affairs for all costs associated with the
Lincoln’s Challenge Stipend.

For additional information, please contact the Department of
Military Affairs, Camp Lincoln, Springfield at 217/785-3500.

School Weatherization Program

Inaddition to the $169,252 of State funds reappropriated to the
Department of Commerce and Community Affairs for a
Statewide School Weatherization Program for Fiscal Year
1997, $2,000,000 of federal funds has also been appropriated
for this program.

Federal Library Services Fund

Funds were appropriated to the Office of the Secretary of State
for library services under the Federal Library Services and
Construction Act. Of the $982,686 appropriated under Title
III of this Act, an estimated $70,000 will be awarded to school
districts for the purchase of equipment and software to de-
velop a database of library materials. Districts receiving these
funds from the Office of the Secretary of State should record
them under Revenue Account 4490.

Attimes, grants are available through the Illinois State Library
for nonpublic libraries including school districts. Questions

should be directed to Amy Kellerstrass, LSCA Coordinatorat
217/782-9549.
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Summary of Federal Funding for Programs and Administration

Improving America’s Schools Act, Public
Law 103-382, Title I
Basic
Neglected/Delinquent
Improvement Grants
Capital Grants
Handicapped Children
Migrant Education
Even Start
Title II, Mathematics/Science Professional
Development
Title VI, Innovative Education
Program Strategies
Title VII, Bilingual
Individuals with Disabilities Education Act (IDEA)
Preschool
Deaf-Blind
Infants and Toddlers with Disabilities
Youth with Disabilities
Special Education Medicaid Matching Fund
Illinois Purchased Care Review Board
Personnel Development Part D Training
Equal Educational Opportunities - Title IV
Emergency Immigrant Education Program
Educational Research
School Food Service/Child Nutrition
Nutrition Education
Vocational and Applied Technology Education (Title II)
Basic
Curriculum Coordination
Illinois Council on Vocational Education
Job Training Partnership Act JTPA)
Vocational Education Technical Preparation
Learning Technology for Schools Program
(National Science Foundation Fund)
Education-to-Careers (School-to-Work) Program
Adult Education
Safe and Drug-Free Schools and Communities
Training School Health Personnel
McKinney Education for Homeless Children
Carnegie Foundation
Common Core Data Survey
Goals 2000: Educate America Act
Charter Schools Program
Urban Education (MacArthur Foundation Fund)
Learn and Serve America (Federal National Community
Service Grant)
Christa McAuliffe Fellowship
Telecommunication and Information
Infrastructure Program
Environmental Instructors Practicum

Subtotal

IToxt Provided by ERI

$317,000,000
1,500,000
1,314,800
2,000,000
10,000,000
3,200,000
4,500,000

$41,500,000
300,000
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Fiscal Year
1997 Program
Funds

$339,514,800

12,000,000

12,000,000
86,800
135,000,000
25,914,700
255,000
24,000,000
1,500,000

120,000,000

4,000,000

320,000,000
650,000
41,800,000

4,489,700°
4,350,000

10,000,000°
11,000,000
20,000,000

1,347,900
200,000
32,000
17,484,000
250,000

1,042,000
40,000
750,000

$1,106,088,100

53

Fiscal Year
1997 Adminis-
tration Funds

$ 3,787,400

657,500
3,397,400

5,395,900
1,365,400

87,700
1,205,700

202,100
279,800
629,500

96,000
110,300
5,384,300

4,477,600

293,100
306,800

1,000,000
1,000,000
980,700
670,000
325,900
166,500
129,300

176,700
30,000

41,000

46,300
$33,864,700



Federal Impact Aid (Public Laws 815 and 874) 10,000,000¢

Lincoln’s Challenge Program (Reappropriation) 1,000,0004
School Weatherization Program (Department of N
Commerce and Community Affairs) : 2,000,000
Federal Library Services Fund, Title ITI 70,000¢
Total : $1,119,158,100 $33,864,700

2 Includes $12,000 for Indirect Costs Reimbursement.

b U.S. Department of Labor — $10,000,000.

¢ Estimate. These funds flow directly to school districts from the federal government.
4 Department of Military Affairs/Federal Support Agreement Revolving Fund

® Estimate. These funds flow directly to school districts from the Secretary of State.

NOTE: Appropnatlons contained in this chart are appropnated per Public Act 89-501 (Senate Bill 1260). There was no state
appropriation for Federal Impact Aid; this line item is an estimate.
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PART III
Recent State Legislation

This part provides brief synopses of recently enacted legisla-
tion affecting instructional programs, board responsibilities,
school district accounting practices, and other financial issues.
Persons interested in a summary of all recent legislation
affecting schools in Illinois should contact the Governmental
Relations Unit at 217/782-3646.

House Bill 207 (Public Act 89-698) effective January 15, 1997.

Deletes provisions limiting block grant funding for Chicago’s
schools to fiscal years preceding FY 2000. Eliminates provi-
sions that limit the program of intervention at under-perform-
ing Chicago schools to a 4-year pilot program, and deletes
current language that repeals the intervention program on
June 30, 1999. Eliminates provisions that return the Office of
Inspector General to the jurisdiction of the School Finance
Authority when the Chicago School Reform Board of Trust-
ees is replaced on July 1, 1999 by a new board of education, and
adds provisions relative to the length of the term and appoint-
ment of the Inspector General. Deletes provisions that,
beginning with FY 2000, eliminate the composite rate method
under which Chicago school taxes are currently levied. The
effect of these changes is to make permanent many provisions
of the Chicago School Reform legislation enacted in 1995.
Authorizes the Chicago Board of Education to employ speech
and language pathologists who are not certified under the
School Code but who are licensed under the Illinois Speech-
Language Pathology and Audiology Practice Act if a chronic
shortage of certified personnel exists.

Revises criteria under which a school may be placed on an
academic watch list, providing for such placementif the school
does not meet academic performance standards as measured by
state assessment of student performance. Provides that a
school is to serve two years on the State Board of Education’s
Early Academic Warning list before being placed on the
Academic Watch List. Replaces a requirement thataschool be
on an academic watch list for two years before a school
improvement panel is appointed and that such a panel be
appointed for each school in the district that is on the watch
list with a provision requiring that a single school improve-
ment panel be appointed for aschool district as soon as one (or
more) schools of the district are placed on the watch list.

" Reduces from four years to two years the length of time a
district or school must remain on an academic watch list before
specified state intervention actions may be taken.

Adds provisions that permitaschool district meeting specified
1995 EAV requirements to issue bonds, subject toa front-door
referendum, for capital improvement, renovation, rehabilita-
tion, or replacement of certain existing school buildings in an
amount, including existing indebtedness, that does not exceed
27% of the district’s EAV, notwithstanding any debt limita-
tions otherwise applicable to the district.
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Eliminates language making the State Board of Education
responsible for educational policies and guidelines for private
schools. Excepts student transfers into the Department of
Corrections School District from a provision that prohibits
expelled or suspended students who transfer into a public
school from attending class in that school until the entire
period of suspension or expulsion imposed by the school from
which a student transfers is first served. Provides that in cases
where both parents retain legal guardianship or custody of a
disabled child, the resident school district shall be the district
of the parent who provides the child’s primary regular fixed
night-time abode.

Eliminates a provision authorizing the resident school district
of adisabled child who is placed in a residential facility located
in another school district which provides special education
program services to that child to delay paying tuition to the
district providing those services until the end of the school
yearin which the servicesare provided. Requires those tuition
payments to be made quarterly, and increases from 110% to
125% the percentage of the unpaid tuition that is to be
withheld from the State Aid or categorical aid payment due to
a resident district that fails to make timely tuition payments.

Delays for three fiscal years (to July 1, 2001) the scheduled
repeal of the school district tax equivalent grant program and
increases the grant formula for fiscal years after FY97 to 5%
(now 3%) of the EAV of state-owned land within the district.
Revises notice and ballot provisions applicable to school
district bond issue referenda. Authorizes a community unit
district that is located in a county of more than 240,000 but less
than 260,000 inhabitants and that meets other specified statis-

-tical criteria to issue bonds pursuant to front-door referendum

in an amount equal to 27% of the district’s EAV, without
regard to debt limitations that otherwise would be applicable
to the school district. Repeals the Education to Careers work-
based experience learning program as created in the School

Code.

House Bill 270 (Public Act 89-502) effective June 28, 1996.
Amends the Property Tax Code. Provides that, for purposes

of establishing multi-township assessment districts, townships
are contiguous if they share a common boundary line or meet
at any point. Provides for the transfer of certain land (Philip J.
Rock Center) by the State Superintendent of Education to
Pinnacle Corporation by quitclaim deed upon satisfaction of
certain requirements.

House Bill 427 (Public Act 89-591) effective August 1, 1996.

Provides that if a business which received a tax benefit or
abatement in order to locate, expand, or rehabilitate its
facility, and subsequently relocates its facility, the benefit or
abatement shall be canceled and must be repaid.
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House Bill 545 (Public Act 89-572) effective July 30, 1996.
Enhances the power of involuntarily-imposed Oversight Pan-
els in instances where local school boards refuse to cooperate
with the Oversight Panel.

House Bill 995 (Public Act 89-708) effective January 7, 1997.
Provides for alternative certification of teachers under a three-
phase program that is limited to no more than 260 new
participants during each year. Provides that the program is
available only in Chicago. Provides that the State Board of
Education, in consultation with the State Teacher Certifica-
tion Board, is to establish and implement the program in
cooperation with a partnership formed between a public
university and one or more not-for-profit corporations that
support excellence in teaching. Provides that the first phase of
the course is instructional, the second phase is full-time
teaching for one year under a provisional alternative teaching
certificate and the third phase is assessment and recommenda-
tion for a standard alternative teaching certificate valid for
teaching in Chicago’s public schools.

House Bill 1287 (Public Act 89-524) effective July 19, 1996.
Provides that the State Board of Education and Illinois Com-
munity College Board are to annually enter into an inter-
agency agreement to implement a Section of the School Code
relating to adult education. Specifies matters to be included in
the interagency agreement and revises the reimbursement
formula for adult education programs and services. Also
provides for grants to be provided by the State Board of
Education to eligible programs for supplemental activities.

House Bill 1645 (Public Act 89-690) effective June 1, 1997.
Amends the Property Tax Code to provide that residential
structures that have been rebuilt following a “catastrophic
event” qualify for the homestead improvement exemption.
Defines “catastrophic event” asan occurrence of widespread or
severe damage or loss of property resulting from any cata-
strophic cause. Provides that to be eligible for an exemption
after a catastrophic event, the residential structure must be
rebuilt within two years of the catastrophic event. Provides
that in the case of a residential structure affected by flooding,
the structure shall not be eligible for the homestead improve-
ment exemption unless it is located within a local jurisdiction
thatis participating in the National Flood Insurance Program.

House Bill 1684 (Public Act 89-613) effective August 9, 1996.
Amends the section of the School Code relating to special
education joint agreements by eliminating a requirement that
the members of an executive board (which may be appointed
by the governing board of a joint agreement to which more
than 17 school districts are parties) must be school board
members appointed from among the members of the govern-
ing board. Provides that a majority of the members appointed
by the governing board of a joint agreement to the executive
board must be members of school boards of districts that are
parties to the joint agreement, and that if the governing board
wishes to appoint to the executive board persons who are not
school board members, the appointees (other than the school
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board members who constitute a majority of the executive
board’s membership) must besuperintendents from the school
districts that are parties to the joint agreement.

House Bill 2230 (Public Act 89-652) effective August 14, 1996.
Establishes a new impartial, one-level due process hearing
system under which the decision of the hearing officer is final,
subject to the right of a party aggrieved by that final decision
to commencea civil action with respect to the issues presented
at the hearing. Creates a seven-member screening committee
which, acting with the advice and approval of the Advisory
Council on the Education of Children with Disabilities,
establishes qualifications for hearing officers and rules and
procedures for due process hearings. Establishes an applica-
tion process and required qualifications for hearing officer
positions. Provides for mandatory training and annual evalu-
ation of hearing officers and establishes causes for their termi-
nation by the State Board of Education. Requires the State
Board to monitor, review and evaluate the impartial due
process hearing system on a regular basis. Specifies the manner
in whichimpartial due process hearingsandrequired prehearing
conferences are to be convened and conducted. Applicable to
all but only to those impartial due process hearings that are
requested on or after July 1, 1997.

House Bill 2557 (Public Act 89-513) effective July 17, 1996.
Amends the School Code to require post-parturition care
benefits be provided to employees.

House Bill 2596 (Public Act 89-610) effective August 6, 1996.
Changes the size of the State Board of Education to nine
members and terminates the terms of current members on the
later of January 1, 1997 or when all new Board members are
appointed. Establishes a new pattern of regional representa-
tion on the Board. Provides that the chairperson selected by
the Governor from the membership of the Board shall be
selected with the advice and consent of the Senate.

Requires the State Board of Education to hold public hearings
and to by February 1, 1997 submit a comprehensive plan to
establish a block grant funding program for educational pro-
grams in all school districts. Creates a School Safety and
Educational Improvement Block Grant Program with fund-
ing to be distributed to districts based on the prior year’s best
three months average daily attendance. In the State Aid
Formula, addsa provision under which, for the 1996-97 school
year, each district’s General State Aid is to be at least equal to
the district’s General State Aid for the 1995-1996 school year,
and provides for supplementary payments to be made from a
separate appropriation to those districts whose 1996-1997
State Aid entitlement will be less than their 1995-1996 General
State Aid entitlement.

Revises the IGAP program to provide, beginning with the
1998-1999 school year, for state assessment testing only in
grades 3and5. Requires 3rdand 5th graders who fail to achieve
and who are at least two years behind academic standards
(established by the State Board of Education after public
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hearings) to attend an appropriate remediation program,
which may be a 90-hour remedial summer school program in
the district that is funded by the state. Also creates a summer
school program for resident, at-risk students of any grade who
are identified as academically at risk in critical subject areas,
requires children so identified to attend that summer school
program, and amends the compulsory school attendance laws
to reflect that requirement. Provides for Prairie State Achieve-
ment Examinations for 12th-grade students, who receive the
Prairie State Achievement Award if they receive a score of
excellent on the examination. Makes student state assessment
and Prairie State Achievement Examination scores part of a
student’s permanent record, and requires a school district to
include in its school report card data relating to student
performance on that examination. Prohibits the State Board
of Education from accepting or expending federal funds pro-
vided for participation in the federal Goals 2000 or outcome-
based education programs, except allows the State Board,
when its functions as a flow-through agency for the district
release of those federal funds to school districts, to retain for
its administrative expenses in performing flow-through ser-
vices up to 1% of the Goals 2000 program funds that flow
through the State Board. Establishes prohibited uses with
respect to those funds. Provides that under an Education to
Careers initiative administered by the State Board of Educa-
tion, the State Board, at the request of a participating school
district and an Education to Careers business partnership, may

- provide for appropriate liability coverage. Establishesa policy
of discouraging social promotions of students to the next
higher grade.

Provides for a school board and its parent-teacher advisory
committee to develop a school board policy relating to school
searches. Provides for expulsion of a student for up to two
calendar years (now, two school years) for bringing a weapon
toany school-sponsored activity or event bearing a reasonable
relationship to school (or, as under current law, to school).
Defines the term weapon. Provides that a student subject to
suspension or expulsion is eligible for transfer to an alternative
school program established under the School Code. Autho-
rizes searches of school lockers, desks, parking lots, and other
school equipment and property, as well as student personal
effectsleft in those places and areas, without notice, consent or
a search warrant.” Authorizes school officials to obtain law
enforcement official assistance in conducting those searches,
including the use of specially trained dogs. Prohibits a school
board from knowingly employing a person convicted for
committing attempted first-degree murder or for committing
or attempting to commit first-degree murder or a Class X
felony, and provides for suspension and revocation of the
certificate of a holder who has been convicted of any such
offense.

Revises provisions relating to the school uniform or dress code

policies of aschool district. Provides that any such policy may

be made applicable at all or only at certain attendance centers

of the district when necessary to maintain an orderly school

process and prevent endangerment to student health and
Q .
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Includes as unprofessional conduct for which a certificate may -
besuspended conduct that violates ethical standardsapplicable
to the security, administration, monitoring or scoring of or
the reporting of scores from, IGAP tests or exit examinations.
IncreasestoaClass A from a Class C misdemeanor the offense
of preventing a child from attending school, and also makes
interfering with a child’s attendance at school a Class C
misdemeanor. In the provisions relating to reports that courts
and law enforcement agencies are to make to a school principal
when astudent of the school is detained for Juvenile Court Act
or criminal or ordinance violation proceedings, specifies what
must be included in the report to protect the safety of students
and employees in the school. Authorizes school districts that
maintain grades 9-12 to enter into agreements that guarantee
the academic skills and performance of their high school
graduates in the workforce or in higher education. Prohibits
a school board from declaring as a special holiday on which
school employees are not required to work the days on which
general elections for members of the Illinois House of Repre-
sentatives are held.

House Bill 2618 (Public Act 89-593) effective August 1, 1996.
Amends the Property Tax Code and Clerks of Courts Act.
Allows filing fees stated for tax objections to apply regardless
of the number of parcels involved or the number of taxpayers
joining the complaint.

House Bill 2651 (Public Act 89-679) effective August 16, 1996.
Provides that 1996-97 state aid of a district shall be computed

using its 1995 EAV if its 1995 EAV is at least 6% less than its
1994 EAV and if that decrease is a result of a reduction of a
single taxpayer in-the district whose 1994 EAV constituted at
least 20% of the EAV of all taxable property in the district.

House Bill 2659 (Public Act 89-617) effective September 1,

"1996. Amends the Property Tax Code. Provides a two-year

statute of limitations on arrearages of property taxes owed
because of an administrative error. Other related allowances
and provisions regarding interest payments and “administra-
tive error.”

House Bill 2664 (Public Act 89-618) effective August 9, 1996.
Amends the School Code to enact as law six (6} issues previ-
ously approved as modifications or waivers of laws, including
treasurer residency, RIF requirements, immunization exclu-
sions, and in-service days.

House Bill 2695 (Public Act 89-655) effective January 1, 1997.

Creates the Bond Issuance Notification Act. Requires authori-
ties of a district issuing nonreferendum bonds, or limited
bonds, to hold at least one public hearing on intent to issue the
bonds; sets notice requirements. Prohibits final vote on the
ordinance or resolution until seven days after the public
hearing. Exempts health/life safety bonds for work needed to
meet minimum state standards, as well as refunding bonds. In
certain emergencies, allows a local government to exempt
itself from the hearing requirement by a 3/5 vote.

63



House Bill 2741 (Public Act 89-557 effective January 1, 1997.
Amends the Property Tax Code affecting property outside of
Cook County. Provides that if an applicant was denied the
Senior Citizens Assessment Freeze Homestead Exemption in
taxable year 1994, and the denial occurred due to an error on
the part of assessment official or his or her agent or employee,
then beginning in taxable year 1997 the applicant’s base year,
for purposes of determining the exemption, shall be 1993
ratherthan 1994. Provides that beginning in taxable year 1997,
the applicant’s exemption shall also include an amount equal
to (i) the amount of any exemption denied to the applicant in
1995 asaresult of using 1994, rather than 1993, as the base year,
(11) the amount of any exemption denied to the applicant in
taxable year 1996 as a result of using 1994, rather than 1993, as
the base year, and (iii) the amount of the exemption errone-
ously denied for taxable year 1994.

House Bill 2773 (Public Act 89-559) effective January 1, 1997.
Amends the Vehicle Code; in the special speed limit while
passing a school provision, creates a definition of “school.”

House Bill 2809 (Public Act 89-695) effective December 31,
1996. Amends the Property Tax Code. Provides that a
Collector may recommend to a County Board that the Board
pass an ordinance or resolution stating that the Collector shall
no longer publish or send delinquent notice or forfeited
property taxes owed by a lessee of property if the taxes have
been delinquent or forfeited for at least ten years and there are
no current delinquent or forfeited taxes. Collector shall no
longer publish or send notice upon passage of the ordinance or
resolution. Defines contiguous townships for purposes of
multi-township assessment districts.

House Bill 2900 (Public Act 89-581) effective [anuary 1, 1997.
Provides that when an individual who has been granted a
senior citizens’ assessment freeze exemption dies, the surviv-
ing spouse is entitled to the exemption for the taxable year of
and the taxable year following the death of the individual,
computedas if the individual had survived, despite the fact that
the surviving spouse would not independently qualify for the
exemption because of age. : '

House Bill 3052 (Public Act 89-622) effective August 9, 1996.
Provides that if a student is suspended or expelled for specified
serious acts, other school districts must honor the suspension
orexpulsion. Prohibits the adding of a residency requirement
to a principal’s contract after hiring. Authorizes tuition-free
attendance in another district for a student’s safety. Requires
ISBE to “pass through” certain federal funds to local districts.

House Bill 3091 (Public Act 89-560) effective July 26, 1996.
Allows for the abolishment of township treasurers and trust-
ees of schools in certain Cook County townships providing

- the voters in said townships have approved the action by
referendum. .

House Bill 3133 (Public Act 89-561) effective January 1, 1997.
Amends the Property Tax Code concerning abatements.
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Provides that a taxing district may abate the taxes on the
property of any commercial or industrial development of at -
least 500 acres having been created within the taxing district.
States that the abatement shall not exceed 20 years and the -

- aggregate amount of abated taxes for all taxing districts corn-

bined shall not exceed $12,000,000.

House Bill 3204 (Public Act 89-563) effective July 26, 1996.
Creates the Cook County Board of Review Districts Act.
Divides Cook County into three Board of Review Districts.

House Bill 3282 (Public Act 89-595) effective August 1, 1996.
Amends the Property Tax Code. Provides that in counties of
less than 3,000,000, a supervisor of assessments, county asses-
sor or township or multi-township assessor responsible for
adding an assessable improvement to a residential property’s
assessment shall either notify a taxpayer whose assessment has
been changed since the last preceding assessment that he or she
may be eligible for a homestead improvement exemption or

shall grant the exemption automatically. Effective January 1,
1997.

House Bill 3300 (Public Act 89-579) effective July 30, 1996.
Revises the form of ballot to be used in electing school board
members by area of residence in certain community unit and
community consolidated school districts (formed before Janu-
ary 1, 1975) and combined school districts (formed before
July 1, 1983), when the territory of any such district exceeds
2 congressional townships or 72 square miles and at least 75%,
but less than 90%, of the district’s population resides in one of
those congressional townships. Changes current provisions
relating to filling vacancies of school board members elected
by area of residence by providing that a member who fills such
a vacancy, whether elected or appointed by the remaining
members or regional superintendent, shall be an inhabitant of
the particular area from which his or her predecessor was
elected.

House Bill 3426 (Public Act 89-480) effective January 1,1997.
Provides for a tuition charge to be made if a school board
determines that a nonresident pupil is improperly attending
the district’s schools on a tuition-free basis. Provides that no
tuition is to be charged in the case of certain children placed by
the Department of Children and Family Services with a foster
parent or other child care facility that is located in a district
other than the child’s former school district, if it is in the
child’s best interest to maintain his or her attendance at his or
her former school district. Establishes a hearing process under
which a person who has placed the pupil may challenge the
school board’s determination of the pupil’s nonresidency.
Makes it a Class C misdemeanor. to knowingly enroll or
attempt to enroll a nonresident of a district in a school of that
district on a tuition-free basis, or to knowingly or willfully
present to a school district false information regarding the
residency of a pupil. Makes provisions subject to the Educa-
tion for Homeless Children Act..
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House Bill 3436 (Public Act 89-658) effective October 1, 1996.
Provides that the driver of a bus meeting certain of the Vehicle
Code’s requirements for school buses (instead of a school bus)
shall stop the vehicleat a railroad grade crossing. Provides that
a person other than the driver of a school bus may perform
portionsof the pretrip inspection. Provides thatlocal authori-
ties shall impose fines for pedestrians and vehicles that fail to
obey signals indicating the approach, presence, passage or
departure (instead of approach or passage) of a train.

House Bill 3448 (Public Act 89-498) effective June 27, 1996.
Provides that on or after January 1, 1997, the superintendent or
his or her designee shall report all firearm-related incidents
occurring in a school or on school property to local law
enforcement authorities no later than 24 hours after the occur-
rence of the incident and to the Department of State Police.

House Bill 3455 (Public Act 89-452) effective May 17, 1996.
Amends the criminal Code of 1961 relating to eavesdropping.

Limits exemption from the eavesdropping offense tomonitor-
ing conversations for service quality control of telephone
solicitation, the education or training of employees or contrac-
tors engaged in telephone solicitation, or internal research
related to telephone solicitation by a corporation or other
business entity engaged in telephone solicitation. Also pro-
vides exemption for monitoring.

House Bill 3520 (Public Act 89-628) effective August 9, 1996.
Amends the State Employees Group Insurance Act of 1971.
Includes a person who is a recipient or survivor of a recipient
of a disability under the Teachers’ Retirement System Article
of the Dlinois Pension Code within the definition of “TRS
benefit recipient”. Effective immediately.

House Bill 3532 (Public Act 89-629) effective August 9, 1996.

Authorizes persons who successfully complete alternative
education programs and show evidence of successful comple-
tion of the requisite GED test to apply for a high school
equivalency certificate. In the Article relating to alternative
public schools, changes certain references to an alternative
school or schools to references to an alternative school pro-
gram or programs, and authorizes an alternative school pro-
gram serving more than one educational service region to be
jointly established by more than one regional office of educa-
tion. Provides thatthe regional superintendent (currently, the
principal of an alternative school) is to implement (or contract
with one or more school districts to implement) a multi-
disciplinary curriculum for the alternative school program
and that the regional superintendent (currently, the regional
board of school trustees or its successor) is to administer (or
contract with one or more school districts to administer) and
receive appropriations for the program. Eliminates the re-
sponsibility of the regional board of school trustees or its
successor for approving the program’s administrative and
fiscal structure. Allows parents and the school and regional
superintendent to reach an alternative agreement to the statu-
tory requirement that otherwise requires the school from
which a student is administratively transferred to provide for
~5° “ransportation necessitated by the transfer.
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Senate Bill 18 (Public Act 89-629) effective January 1, 1997.

Provides that until January 1, 1998, a community unit school
district with a 1995 EAV of less than $24,000,000 may issue
bonds to an amount, including existing indebtedness, not
exceeding 27.6% of the district’s then current EAV, provided
the bonds are issued for specified purposes in accordance with
specified provisions of the School Code and a proposition for
issuance of those bonds has been approved by front-door
referendum held after March 19, 1996.

Senate Bill 19 (Public Act 89-450) effective April 10, 1996.

Authorizes creation of charter schools under contracts be-
tween school boards and governing bodies of charter schools.
Requires a charter school to comply with its charter and the
Charter Schools Law and exempts it from other state laws and
regulations governing public schools, with specified excep-
tions. Requires approval by the State Board of Education of
proposed charter school contracts but authorizes the State
Board to require modifications in a proposed contract to
achieve consistency with the Charter Schools Law before
certifying the charter.

Senate Bill 1019 (Public Act 89-636) effective August 9, 1996.

Amends the Lllinois Pension Code to expand the investment
authority of the Chicago Teacher Pension Fund. Also autho-
rizes the Chicago Board of Education to establish alternative
schools and to contract with third parties to provide services
for those schools. Exempts alternative schools operated by
third parties in Chicago fromall provisions of the School Code
except those specified. Provides for two-year instead of
staggered four-year terms for local school council members
and authorizes the Board to schedule elections at year-round
schools for the same dates as in the remainder of the school
system. Requires budgets of the Chicago Board of Education
to be balanced according to Board standards and adds provi-
sions relative to the accumulation and use of those funds.
Provides that a person dismissed from the employ of the
Chicago Board of Education is not eligible for employment as
a principal at any school in the district. Authorizes the
Chicago School District to employ licensed speech and lan-
guage pathologists who are not certified under the School
Codeif the district certifies that a chronic shortage of certified
personnel exists. Also authorizes the Chicago School District
to impose, as a condition of the nomination, selection, ap-
pointment, employment or continued employment of a prin-
cipal, academic, educational, examination and experience re-
quirements in addition to those applicable to principals in
other school districts under the provisions of the School Code
relating to certification.

Senate Bill 1246 (Public Act 89-514) effective July 17, 1996.
Provides that females covered under group or individual
policies of accident and health insurance or managed care plans
must be permitted to designate a woman’s principal health
care provider to whom the female has access without referral
or prior approval.
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Senate Bill 1404 (Public Act 89-548) effective Tanuary 1, 1997.

Senate Bill 1511 (Public Act 89-510) effective July 11, 1996.

Amends Property Tax Code and Municipal Budget Law.
Provides, if a county treasurer makes an erroneous distribu-
tion of property taxes to a taxing district, upon majority vote
of the governing board of the taxing district, the funds
erroneously distributed shall be returned to the county trea-
surer.

" Senate Bill 1418 (Public Act 89-608) effective August 2, 1996.

Amends the Property Tax Extension Limitation Law in the
Property Tax Code. Provides that a County Board that is not
subject to the Property Tax Extension Limitation Law may
submit to the voters the question of whether to make all non
home rule taxing districts in the county subject to the Prop-
erty Tax Extension Limitation Law.

Senate Bill 1527 (Public Act 89-672) effective August 14, 1996.

Eliminates provisions that require, beginning in 1999, that
each educational service region contain at least 80,000 resi-
dents, that limit the number of educational service regions to
35, and that require consolidations if necessary to meet those
requirements. Eliminates a requirement that a van used by a
school district to transport students to and from interscholas-
tic activities be operated under rental or for hire arrangement
entered into by the district with respect to the specific activity
in connection with which the transportation is to be fur-
nished. Also eliminates a requirement that the district’s
insurance liability insurance covering the use and operation of
. thevan be with a company that is licensed and authorized to
write that coverage in Ilinois.

Senate Bill 1440 (Public Act 89-680) effective January 1, 1997.

Amends Interagency Board for Hearing Impaired/ Behavior

Disordered Children Act to include children who are deaf or -

hard-of-hearing and have an emotional or behavioral disorder
within its provisions. Creates the Deaf and Hard of Hearing
Commission as an executive agency with 11 members ap-
pointed by the Governor. Provides that the members shall
serve for three-year terms with staggered initial terms and that
at least six of the members shall be deaf or hard of hearing.
Provides that the Commission shall develop, recommend,
provide, evaluate and promote programs and services to assist
deaf and hard of hearing persons.

Senate Bill 1490 (Public Act 89-470) effective June 13, 1996.
Creates the Employment Record Disclosure Act. Provides
thatany employer, employer’s agent or authorized employee
who, upon request by a prospective employer or a current or
former employee, provides truthful written or verbal infor-
mation about acurrent or former employee’s job performance
ispresumed to be acting in good faith and is immune from civil
liability for the disclosure and consequences thereof, unless
the presumption is overcome by a preponderance of evidence.
Provides that the Act does not exempt an employer from
compliance with the Personnel Record Review Act.
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Provides that the probate court may authorize a guardian,
other than the guardian of a minor, to exercise all the powers
thatthe ward could exercise over the ward’s estate and business
affairs. Provides that the guardian’s actions should be in
keeping with the ward’s wishes so far as they can be ascer-
tained. Listsactions the guardian may take. Provides that the
guardian may make certain gifts of the ward’s assets. Provides
that the guardian shall investigate and pursue a ward’s eligibil-
ity for governmental benefits. Provides that the probate court
must consider the permanence of the ward’s disabling condi-
tion and the natural object of the ward’s bounty when
authorizing the taking of action or the applications of funds
not required for the ward’s current and future maintenance.
Changes to “ward” references to “disabled person”. Deletes
provision that allows a guardian to make a will, set up a trust,
or both for the ward. Provides that a guardian may create
irrevocable trusts for the benefit of the disabled person.

Senate Bill 1780 (Public Act 89-494) effective June 21, 1996.
Provides for the detachment of territory located in a special
charter city from one school district and its annexation to a
contiguous special charter school district upon filing of the
petition for detachment and annexation, by operation of law
and without the necessity of a hearing under specified condi-
tions.
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PART IV
School District Reorganization

Types of Reorganization
Consolidations

Articles 11A and 11B of the School Code govern consolida-
tion, which is the merging of the territory of two or more
existing districts to form a new district. Article 11A governs
the formation of unit districts from

1) unit districts only,
2) elementary and secondary districts only, and
3) all three types of districts.

Article 11B governs the formation of elementary districts
from two or more entire elementary districts and the forma-
tion of secondary districts from two or more entire secondary
districts.

The procedure for consolidation under Article 11A includes

1) thefilingofapetition by voter signatures or by action
of the affected school boards which must set forth the
maximum tax rates the new district would be autho-
rized to levy; . _

a public hearing by the regional superintendent fol-
lowed by his recommendation to the State Superin-
tendent to approve or deny the petition;

areview by the State Superintendent of the petition,
the transcript of the hearings, and evidence submitted
at the hearings;

adecision by the State Superintendent to approve or
deny the petition;

if approved by the State Superintendent, a referen-
dum in which a majority of voters in each affected
district vote “yes”; and .

the election of a new board of education (normally)
at the next regularly scheduled election.

2)

3)

4)

5)

.6)

Any circuit court review of the State Superintendent’s deci-
sion must be initiated within 35 days of his decision.

The same process is required for consolidation proposals
under Article 11B with the exception that Article 11A propo-
sitions pass if a majority of voters in each affected district vote
in favor of the proposition. The passage of an Article 11B
proposition requires only a majority of those voting overall.

Annexations

Articles 7 and 7A of the School Code govern annexations.
Article7 annexations involve boundary changes ranging from
detachinga portion of territory from one district and annexing
itto another to the dissolving of a district and the annexing of

its entire territory to one or more contiguous districts. This
Q

B

section deals only with annexations which result in the disso-
lution of adistrict. Article7A authorizes the annexation of all
the territory of a unit district into a contiguous high school
district and the simultaneous dissolving of the unit district and
the conversion of its territory into an elementary district.

The processes to be followed under these two articles are very
different. The Article 7A procedures resemble those of the
consolidation laws. The petition may be filed by the affected
boards or by a specified number of voters. The petition filed

. with the regional superintendent must contain the maximum

tax rates for both the annexing high school district and the

_ proposed new elementary district. If the State Superintendent
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approves the petition, the proposition goes to referendum,
anda majority of votersin both the high school district and the
unit district proposed to be converted must vote “yes” for the
proposition to pass. If it passes, a new board is then elected for
the newly created elementary district at the next regularly
scheduled election.

Under Article 7 neither the State Superintendent nor the
voters in referenda are involved, a new district is not created,

_anew board is not elected, and the maximum tax rates of the

annexing district are not changed. The annexation by one
district of one or more of its neighboring districts can involve
merely thefilingof ajoint petition by the boards of the affected
school districts with the regional board of school trustees and
a public hearing by the regional board, followed by a decision
by the regional board allowing the annexation. Thus, the
Article 7 option allows financially troubled districts to move
much more quickly on merger than if they went through the
consolidation process. In addition to petitioning the regional
board by district board action, a majority of registered voters
may submuit petitions.

In 1989, Article 7 was amended to allow the voluntary
dissolution of a small district. This amendment authorizes a
district with a population of less than 5,000 to be dissolved
upon petition by either the board of education or a majority
of the voters to the regional board of school trustees. If the
petition does not specify a district or districts 1o which the
territory is to be annexed, the regional board “shall have no
authority to deny dissolution.” Its decision on annexation
shall give “consideration to but not be bound by the wishes
expressed by the residents of the various school districts that
may be affected by such annexation.”

Unit District Conversions

Under Article 11D, the School District Conversion Law, a
single new high school district and new elementary districts
based upon the boundaries of dissolved unit districts may be
formed from either 1) two or more contiguous unit districts or
2) one or more unit districts and one or more high school
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districts, all of which are contiguous. This reorganization
option guarantees residents of existing unit districts continued

control over elementary school programs, while at the same.

time creating high school districts with larger enrollments.

The procedures for Article 11D reorganizations closely re-
semble those for consolidation. Among the requirements are
1) thepetition can befiled either by the affected boards or voter
signature; 2) the petition must set the maximum tax rates for
all the proposed districts; 3) the petition must provide for the
division of liabilities and assets (including any state deficit
difference payment) among the proposed new districts; and 4)
the proposal shall pass if a majority of the voters in each
affected district votes in favor of the proposition.

Additional Options: High School Deactivation
and Cooperative High School Attendance Centers

Under Section 10-22.22b, a district can deactivate its high
school facility and send its students in grades 9 through 12 to
one or more other districts. Deactivation requires the ap-
proval of the board or boards of the receiving district or
districts and of the majority of those voting upon the propo-
sition in the sending district. Pursuant to a contractual
agreement, the sending district shall pay to the receiving
district for each student it sends an amount agreed upon by the
two districts. Reactivation is allowed by vote of the people in
the sending district.

Under Section 10-22.22¢, two or more contiguous unit or high
school districts, each with grades 9-12 enrollment of fewer
than 600 students, may jointly operate one or more coopera-
tive high school attendance centersif the voters in each district
approve. Upon such approval the boards shall enter into an
agreement for joint operation. A cooperative attendance
centeradvisory board shall be established, and it shall be made
up of members of the cooperating school boards. The
advisory board is to prepare and recommend for the coopera-
tive attendance center a budget which must be approved by
each of the participating districts.

Further information on any of these options can be obtained
by contacting the Center for Fiscal and Shared Services,
Financial Outreach Services Division at 217/782-2491.

The Progress of School District
Reorganization Since 1980

There has been substantial progress in reorganization since
1980. InFiscal Year 1980, there were 1,011 school districts. By
Fiscal Year 1997, there were 905 school districts — a reduction
of 106 districts (10.5 percent). Most of this decline in the
number of districts occurred in the last third of the 1980s and
thus far in the 1990s.

The following table indicates the number of reorganizations
that became effective under each reorganization option during
five periods from Fiscal Year 1984 through Fiscal Year 1997.
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TABLE 8

) Summary of Reorganizations
Effective in Fiscal Years 1984 through 1997

By Type of Reorganization

1984-86
1987-89
1990-92
1993-95
1996-97

Consolidation (Articles 11A

and 11B) 6 8 12 8 2 36
Dissolution/Annexation ' _

(Article 7) 2 15 11 18 3 49
Conversion/Annexation

(Article 7A) N/A* 2 2 0 0 4
High School Deactivation

(Sec. 10-22.22b) N/A* 2 1 2 0 5
Cooperative High School

Auendance Center

{Sec 10-22.22¢) N/A* 0 0 0 0 0
Conversion/Dual District

Formation (Article 11D) N/A* N/A* ~ 0 0 0 0
TOTALS 8 27 26 28 5 94
Net Change in Operating School
Districts by Type of District )
Unit ‘ -4 -1 10 -13 4 42
Elementary -4 9 -13 -14 -3 43
Secondary 4 7 4 2 320
TOTALS -12 <27 -27 -29 -10-105
Average Annual Reduction
in Number of School
Districts -4 -9 9 -10 -5-75

* Not available as a reorganization option.
** Figure includes the deactivation of programs in one high
school district with the effect of making the district nonop-
erating but not dissolved.

Supplementary State Aid under Articles 18 and 11D

A major motivation for mergers during the 1980s was the
authorization by the General Assembly in 1983 of three

supplementary state aid payments to newly consolidated
districts.

This program of payments has been extended over the years to
include othertypes of reorganizations. Except for high school
deactivations and cooperative high school attendance centers,
all the types of reorganization cited in this chapter qualify for
these payments.

Although commonly called “incentive” payments, these three
payments available to reorganized districts were designed to
encourage mergers by eliminating or reducing certain fiscal
disincentives that had inhibited mergers. Two payments are
made annually for three years for:
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* Any loss in General State Aid resulting from a merger,

® The difference in teacher salaries among the merged
districts.

A third program authorizes a one-time payment to cover
deficits (as measured by negative fund balances) incurred by
the districts prior to reorganization.

In contrast, a fourth “incentive” program authorized in 1989
andamended in 1994 simply provides additional funding. This
program provides that: “...the sum of $4,000 for each certified
employee who is employed . . . on a full-time basis for the
regular term of any such school year...” shall be paid for one,
two or three years depending upon the district’s rank in
equalized assessed value per pupil (by quintile) and thedistrict’s
rank in average daily attendance (by quintile). Italso provides
that if these are multiple reorganizations, only a single pay-
ment shall be made each year based on the most recent
reorganization.

Payments received under any of these incentive programs can
be used for any payments for which General State Aid can be
used.

The following table shows that over $97 million has been paid
through Fiscal Year 1997 under these laws. The General
Assembly has appropriated sufficient money to pay all entitle-
ments through Fiscal Year 1997.

TABLE 9

Reorganization Incentive Payments

by Program and Fiscal Year
State Teacher

Fiscal Aid Salary Deficit  Certified
Year Difference Difference Difference Employee Total
1986 $ 156,495 §$ 190,844 $ 1,014,172 l - $ 1,361,511
1987 232,768 210,844 416,152 — 859,764
1988 437,203 692,442 638,149 -— 1,767,794
1989 412,155 982,796 6,749,757 — 8,144,708
1990 590,703 1,585,917 7,354,721 -- 9,531,341
1991 454,537 1,539,987 2,013,486 1,992,000 6,000,010
1992 453,051 1,078,223 1,256,726 3,212,000 6,000,000
1993 957,642 1,474,700 2,347,679 3,619,979 8,400,000
1994 786,647 1,496,166 2,412,16612,974,02117,669,000
1995 947,090 2,054,164 2,116,243 9,668,00014,785,497
1996 450,384 1,770,768 616,44411,238,00014,075,596
1997 433,932 924,131 580,852 7,178,000 9,116,915

Totals $6,312,607 $14,000,982 $27,516,547 $49,882,000 $97,712,136

The General State Aid Difference Payment (Section
18-8(A)(5)(m) of the School Code). Qualifying for this pay-

~o§T we new school districts formed by combining property
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within two or more previously existing districts under Article
11A or 11Band school districts which annexall of theterritory
of one or more other school districts under Article 7 or 7A.
For consolidations, if the General State Aid is less for the
newly consolidated district or districtsin the first year than the
General State Aid would have been that same year on the basis
of the previously existing districts, a supplementary payment
equal to the difference shall be made for the first three years to

- the new district or districts. For annexations, if the state aid
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is less for the annexing district or districts for the first year in
which the annexation is effective than in that same year on the
basis of theannexing and annexed districts as constituted prior
to the annexation, then a supplementary payment equal to the
differenceshall be made for the first three years to theannexing
district or districts. Also eligible for this payment are the new
elementary districts and the new high school district formed
under Article 11D if these new districts qualify for less state aid
than would have been payable to the previously existing
districts.

Teacher Salary Difference Payment (Section 18-8.2 of the
School Code). The state will make a supplementary payment

for three years to new districts formed under Article 11A or
11B, equal to the difference between the sum of the salaries
earned by each certified member of a new district or districts
while employed in one of the previously existing districts and
the sum of the salaries those certified members would have
been paid if placed on the salary schedule of the previously
existing district with the highest salary schedule. The salaries
used in these calculations are those in effect in each of the
previously existing districts on June 30 prior to the creation of
the new district.

The state will make a supplementary payment for three years
to districts that annex the territory of one or more school
districts under Article7 or 7A, equal to the difference between
the sum of the salaries earned by each certified member of the
district, as constituted after the annexation, and the sum of the
salaries those certified members would have been paid if placed
onthesalary schedule of the annexing or annexed district with
the highest salary schedule. The salaries used in these
calculations are thosein effect in the annexing and the annexed
districts on June 30 prior to the effective date of the annexation.

The state will also make this supplementary payment to the
newly formed high school district under Article 11D.

Deficit Difference Payment (Section 18-8.3 of the School

Code). Eligible for this payment are new school districts
formed by combining property within two or more previ-
ously existing districts under Article 11A or 11B and school
districts which annex all of the territory of one or more entire
other districts under Article 7 or 7A. The payment is made
once and is equal to the difference between the larger and
smaller deficits. If more than two districts are involved, the
payment is equal to the sum of the differences between the
smallest deficit and each of the other deficits.
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Based on the method set forth in Section 18-8.3, deficits are
calculated by totaling the audited fund balances in the educa-
tional fund, the working cash fund, the operations and main-

tenance fund and the transportation fund for each previously .

existing district or for each ofthe annexing and annexed
districts, as the case may be. A district with a positive
combined fund balance will be considered to have a deficit of
zero. The calculation is based on the year ending June 30 prior
to the referendum for the creation of the new district, or in the
. case of annexations under Article 7, the June 30 prior to the

date that the annexation is approved by the regional board of -

school trustees. - :

. Section 18-8.3 of the School Code has been amended by Public
Act 88-555 (House Bill 2638) to change the way in which
incentive payments to new or certain annexing districts are
calculated to make up for deficits: If expenditures in the
categories (objects) of “purchased services,” “supplies and
materials,” and “capital outlay” in the specified year are greater
than the average expenditure for these purposes for the three
years prior to the specified year, the incentive payment shall
be reduced by the difference between those in the specified
year and the three-year average. . -

New- elementary and high.school districts formed under
*Article 11D are also eligible for the deficit difference payment
- and the payment shall be allocated among these newly formed
districts, as provided for in the petition for the formation of
such districts.

Supplementary State Aid for Certified Employees (Section
18-8.5 of the School Code). For each of the first one to three

school years after reorganization, a supplementary state aid
reimbursement shall be paid to a reorganized district equal to
thesum of $4,000for each certified employee who is employed
by the district on a full-time basis for the regular term of such
school year:

Reorganized District’s

Rank by Type of
District (unit, high
school, elementary)
in Equalized Assessed Reorganized District’s Rank in
Value Per Pupil by Average Daily Attendance
Quintile by Quintile
3rd, 4th,
1st 2nd or 5th
Quintile Quintile Quintile
1st Quintile 1year 1 year 1 year
2nd Quintile 1 year 2years 2 years
3rd Quintile 2years 3years 3 years
4th Quintile 2years 3 years 3 years
5th Quintile 2years  3years 3 years

 The State Board of Education shall make a one-time calcula-

tion of a reorganized district’s quintile rank. Theaverage daily
attendance used in this calculation shall be the best three

-months’ average daily attendance for the district’s first year.

The equalized assessed value per pupil shall be the district’s real
property equalized assessed value used in calculating the
district’s first-year General State Aid claim divided by the best
three months’ average daily attendance.

No annexing or resulting school district shall be entitled to
supplementary State aid under this Section unless such district
acquires at least 30% of the average daily attendance of the
district from which the territory isbeing detached or divided.

If a district results from multiple reorganizations that would
otherwise qualify the district for multiple payments under this
Section in any year, the district shall receive a single payment
only for that year based solely on the most recent reorganiza-
tion.

Reorganized districts-qualifying for this payment are-

1) new school districts formed under Articles 11A and 11B;
2) new elementary districts formed under Article 7A;

3) - oneor more annexing districts following the annexation
of all the territory of one or more entire school districts,
but only if anannexing district acquiresat least 30 percent
of the Average Daily Attendance of the district(s) being
annexed;

4) unitdistrictsformed under Article 11A resulting from the
division of a unit district or districts into two or more
parts, all of which are included in the two or more unit
districts resulting upon the division; and

5) new districts formed under Article 11D.
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PARTV
School Finance Practices

Budgeting, Levying, and Truth in Taxation

Section 17-1 of the School Code requires school districts to
adopt an annual budget before or during the first quarter of
each fiscal year. The district budget must specify the objects
and purposes of expenditures and the revenues necessary to
meet the anticipated expenses and liabilities of the district.

The budget and appropriations for school districts in cities
with more than 500,000 inhabitants are governed by Sections
34-42 through 34-82 of the School Code.

Where educational services are provided under a joint agree-
ment, the governing board, regional superintendent, or board
of education responsible for joint agreement administration
must adopt a budget by September 1 of the fiscal year. The
adoption and content of the joint agreement budget follow
requirements similar to those in Section 17-1 for school
districts.

Vocational Education Regional Delivery Systems (Education
for Employment Regional Delivery Systems) use the same
budget forms and have the same adoption deadline require-
ments as do joint agreements.

All of the budgets referred to above must be entered (and
adopted) on budget forms prepared and provided by the State
Board of Education.

Budgets, at a minimum, must also contain a statement of the
year’s beginning and ending cash and estimated cash receipts
and disbursements for the budget year. Specific requirements
as to the budget form are enumerated in state statutes and in
guidelines provided by the State Board of Education.

Section 18-50 of the Property Tax Code (35 ILCS 200/18-50)
requires the governing authority of each taxing district to file
with the county clerk within 30 days of adoption certified
copies of its appropriation and budget ordinances or resolu-
tions, as well as an estimate, certified by its chief fiscal officer,
of revenues, by source, anticipated to be received by the taxing
district in the following fiscal year. If the governing authority
fails to file the required documents, the county clerk shall have
the authority, after giving timely notice of the failure to the
taxing district, to refuse to extend the tax levy untl the
documents areso filed. A school district’s budget is considered
to be its “appropriation ordinance.”

In conjunction with budget adoption for the fiscal year, a
district undertakes the process of certifying the amount of
monies required from local taxes.

Each board of education makes an annual levy in terms of
Anllar amounts and certifies this levy to the respective county

ERIC
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clerk(s). The county clerk is charged with the responsibility
for making extensions of taxes levied within the constraints of
the school district tax rate limitations (See Table 10) and the
Property Tax Extension Limitation Law. Receiptand transfer
of these monies to the school district treasurer are normally
accomplished through the office of the county treasurer.

Each school district is required to certify annually and return
to the respective county clerk(s), on or before thelast Tuesday
in December, its certificate of tax levy.

" The Truth in Taxation Act (35 ILCS 200/18-55 et seq. created
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by Public Act 82-102 effective July 29, 1981) affects all units of
local government, including school districts, community col-
leges, and home-rule units, which are authorized to levy
property taxes. The basic requirements of this law are
enumerated in the paragraphs which follow.

At least 20-days prior to the adoption of its aggregate levy, the
local board of education shall estimate the dollaramount of the
aggregate levy for the current year exclusive of election costs.

Any district proposing to increase its aggregate levy morethan
105 percent of its prior year’s extension, exclusive of election
costs, must publish a notice, as prescribed by law, in a
newspaper of general local circulation.

If the taxing district is located entirely in one county, the
notice shall be published in an English-language newspaper of
general circulation published in the taxing district, or if there
is no such newspaper, in an English-language newspaper of
general circulation published in the county and having circu-
lation in the taxing district.

If the taxing district is located primarily in one county but
extends into smaller portions of adjoining counties, the notice
shall be published in a newspaper of general circulation
published in the taxing district, or if there is no such newspa-
per, in a newspaper of general circulation published in each
county in which any part of the district is located.

If the taxing district includes all or a large portion of two or
more counties, the notice shall be published in a newspaper of
general circulation published in each county in whichany part
of the district is located.

The notice must be published no more than 14 days nor less
than 7 days prior to the date of the public hearing. The notice
must be no less than one-eighth page in size, and the smallest
type that can be used is 12 point. The notice must be enclosed
in a black border no less than 1/4 inch wide. The notice
cannot be placed in that portion of the newspaper where legal
notices and classified advertisements appear. The notice shall
be published in the following form:
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Notice of Proposed Property Tax Increase

for (commonly known name of taxing district) .

A public hearing to approve a proposed property tax levy increase for

(legal name of the taxing district) for (vear) will be held on (date) _ at

{time) _ at {location) .

Any person desiring to appear at the public hearing and present testimony

to the taxing district may contact (name, title, address and telephone number

of an appropriate official)

The corporate and special purpose property taxes extended or abated for
(preceding year) were _ (dollar amount of the final ageregate levy as extended)
plus the amount abated by the taxing district prior to extension)

The proposed corporate and special purpose property taxes to be levied:

Or _ (current year) are __(dollar amount of the proposed aggregate levy)
This represents a _ (percentage) _ increase over the previous year.

The property taxes extended for debt service and public building
commuission leases for _ (preceding year) were _ (dollar amount)

The estimated property taxes to be levied for debt service and public
building commission leases for _ (current year) _are _(dollar amount) .
- This represents a _(percentage increase or decrease) _over the previous year.

-

The total property taxes extended or abated for _(preceding year)

were _(dollar amount) .

The estimated total property taxes to be levied for _(current year) _ are
(dollar amount) . This represents a _(percentage increase or decrease) over the

previous year.

Any notice which includes any information not specified and Definitions:

required by the Truth in Taxation Law is an invalid notice.

*  “Aggregate levy” means the annual corporate levy of the

No levy of a taxing district shall be invalidated for failure to taxing district and those special purpose levies which are
comply with the provisions of the Act if the failure is attrib- made annually (other than debt service levies and levies
utable to the newspaper’s failure to reproduce the information made for the purpose of paying amounts due under public
accurately or to publish the notice as directed by the taxing building commission leases).
district.

*  “Special purpose levies” include, but are not limited to,
All hearings must be open to the public. The corporate levies made on an annual basis for contributions to
authority of the taxing district is to explain the reasons for the Rension plar?s, unemployment and workers’ compensa-
proposed increase and is required to permit persons desiring to tion, or self-insurance.

be heard an opportunity to present testimony within reason-

« . M » . .
able time limits. Debt service levies” are those levies made to retire the

principal or pay interest on bonds or to make payments
due under public building commission leases.

Q
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School districts must know which tax levies are included in
each category.

*  “Corporate levy” includes the levies for educational pur-
poses and operations and maintenance purposes.

“Special purpose levies” include all other levies except
debt service levies.

*  “Debt service levies” include levies for bond and interest
purposesand for rent purposes (Rent: Section 35-23 of the
School Code for payments to the Capital Development
Board; Section 22-17 of the School Code and Section 18 of
the Public Building Commission Act for payments to

. public building commissions).

If a public hearing must be held, it may not coincide with the
hearing on the proposed budget of the taxing district. The
hearing must be convened no more than 14 days, nor less than
seven days, after the notice publication. If the final levy
ordinance adopted is greater than 105 percent of the prior
year’s extension and is in excess of the amount shown in the
published notice, a second published notice of the adoption
action must be made in the form and manner provided in
Section 18-85 of the Truth in Taxation Act within 15 days. No
hearing needs to be held after this subsequent publication.

Publication of the notice of the adoption of such levy must be
in the following form:

Thelevy filed with the county clerk may not request extension
of an aggregate levy in an amount greater than 105 percent of
the prior year’s extension unless the levy ordinance meets the
Truth in Taxation Act requirement. The school board must
file a certification by the presiding officer of the board stating
that the provisions of the Truth in Taxation Act have been met
or are inapplicable.

New school districts formed by consolidating previously
existing districts are not bound by the provisions of this Act
the first time they levy taxes. The terms of the Act cannot
apply unless a district made a levy for the preceding year. Ifa

“school district annexes one or more districts, the Act does

apply because the annexing district made a tax levy the
preceding year.

Tax Rate Limitations

Tax rates for school districts are related to specific funds.
School districts in Illinois are subject to various limitations in
property tax rates for each fund. State law limits tax rates in
most major funds to both a permissive level and a maximum
level. The permissive level is the rate allowed without refer-
endum approval of the voters of a district. The maximum rate
is the limit allowed with referendum approval.

Table 10 shows school district tax-rate limitations in effect for
the 1996-1997 school year.

prior to extension) .

Notice of Adopted Property Tax Increase
for (commonly known name of taxing district) .

The corporate and special purpose property taxes extended or abated for _(preceding
year) were (dollar amount of the final aggregate levy as extended plus the amount abated

The adopted corporate and special purpose property taxes to be levied for _(current year)

increase over the previous year.

are _(dollar amount of the proposed aggregate levy) . This represents a _(percentage)

The property taxes extended for debt service and public building commission

leases for _(preceding year) were _(dollar amount) .

The estimated property taxes to be levied for debt service and public building

commission leases for (current year) are _(dollar amount) . This represents a _(percentage

increase or decrease) over the previous year.

The total property taxes extended or abated for (precedin
The estimated total property taxes to be levied for _(current year) are (dollar amount) .

This represents a _(percentage increase or decrease) over the previous year.

ear) were _(dollar amount) .
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TABLE 1C

School District Tax Rate Limitations®
(Chicago District Number 299 not included)

B Percent Percent
District without with
Type Referendum Referendum
Educational Fund Elementary 0.920° 3.50
Secondary 0.920° 3.50
Unit 1.840° 4.00¢
Operations and
Maintenance Fund Elementary 0.250° 0.55
Secondary 0.250° 0.55
Unit 0.500° 0.75¢
Capital Improvements Fund All 0.000 0.75¢4
Transportation Fund Elementary 0.120¢ As Needed'
Secondary 0.120 As Needed!
Unit 0.200 As Needed!
Summer School All 0.000 0.15
Bond and Interest Fund All N/A As Neededs®
Rent Fund All N/A As Neededs
Municipal Retirement/
Social Security Fund" All As Needed® N/A
Tort Immunity* All As Needed N/A
Health Insurance All N/A As Needed
Working Cash Fund All 0.050 N/A
Fire Prevention, Safety,
Energy Conservation
and School Security All 0.050 0.10
Special Education Elementary 0.020 0.125
Secondary 0.020 0.125
Unit 0.040 0.250
Area Vocational Education Secondary 0.000 0.05
Unit 0.000 0.05
Tort Judgment Bonds All As Needed? N/A
Facility Leasing All 0.050 0.10
Temporary Relocation All Eligible 0.050/ N/A

These limitations apply to the 1996 tax levies for taxes extended and collected during calendar year 1997. N/A means not
applicable.

Subject to possible backdoor referendum (Section 17-2.2).

- Coterminous dual districts forming a unit district may have a maximum rate of 6.00 percent for educational, and 1.10 percent

for operations and maintenance purposes (Sections 17-3 and 17-5).

For a maximum period of six years.

Certain elementary school districts which meet the requirements of PA 86-128 may levy at a rate not to exceed 0.200 percent,
subject to the backdoor referendum provisions of Section 17-2.2.

Section 17-4 places no maximum on the tax rate, if voter approved.

In making adetermination, the school district or county clerk must take into consideration district receipts of corporate personal
property replacement funds.

Separate levies are required for Municipal Retirement purposes and for Social Security/Medicare Only purposes.

The Tort Immunity Act includes liabilities under the Unemployment Insurance Act and the Workers’ Compensation and
Occupational Diseases Acts. -

I Eligible school districts may levy to repay the state for temporary relocation expenses (Section 17-2.2c).

BESTCOPY AVAILABLE  ,



HouseBill 532, Public Act 88-376 amended Section 17-3 of the
School Code effective January 1, 1994. In addition to autho-
rizing school districts to increase their educational purposes
tax rate by front-door referendum for an unlimited period of
time, this Act authorizes school districts to seek such a voter-
approved increase for a limited period of not less than three
nor more than ten years.

With the 1985 enactment of an amended Section 9-107 of the
Local Governmental and Governmental Employees Tort
Immunity Act (745 ILCS 10/9-107), school districts may now
includeas allowable expenditures from the tort immunity levy
the cost of risk-management (loss-prevention) programs. Risk
management refers to planning and purchasing specialized
prevention measures and insurance coverages for a wide
variety of a school district’s responsibilities. It includes
identifying, measuring, and implementing processes for deal-
ing with potential losses of property and injury to persons and
their property.

The bill allows, under risk management, the hiring of consult-
ants to review the physical plant and property of a school
district to determine the existence of potential hazards which
might result in workers’ compensation claims or lawsuits
against the school district. It also includes the hiring of
consultants to review a school district’s insurance coverage to
-make sure all necessary coverages are included in reasonable
amounts. Risk management does not necessarily include
payments of insurance premiums.

Property insurance means insurance protecting the district
against loss or damage to its own property-buildings, building
fixtures, personal property, and motor vehicles. Section 17-7
of the School Code states that “any sum expended for the
payment of all premiums for insurance upon school buildings
and school building fixtures [i.e., items of personal property
permanently affixed to a building] shall be paid from the tax
levied for operations and maintenance purposes.” Expendi-
tures for other types of property insurance are payable from
either the educational fund or the transportation fund (Sec-
tions 17-7 and 17-8, the School Code).

Senate Bill 948 (Public Act 89-150), effective July 14, 1995,
amended the Local Governmental and Governmental
Employees Tort Immunity Act to explicitly permit a local
entity that is individually self-insured to establish reserves for
expected liabilities or losses for which the entity is authorized
to purchase insurance under the Act. It establishes an actuarial
standard for the creation of such reserves and more clearly
enumerates the costs a public entity may pay in protecting
itself against liability. Most significantly, it requires that
interest earnings on funds raised pursuant to Section 9-107 of
said Act may be used only for the enumerated insurance and
liability protection purposes under the Act, or, if surplus, only
for the abatement of property taxes levied by the local taxing
entity.
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Additional tax rate limitations were imposed by Public Act
8717 (Senate Bill 1378). Public Act 89-1 (House Bill 200)
extended the limitations to all non-home rule taxing districts
in Cook County. This summary, with a few exceptions, is
limited to the effects of this Act on school districts.

Property Tax Extension Limitation Law

The Property Tax Extension Limitation Law, commonly
referred to as “Tax Caps,” limits the increase in property tax
extensions in certain counties to 5% or the percent increase in
the national Consumer Price Index (CPI), whichever is less.
The Act first applied to the 1991 levy year for taxes payable in
1992 for taxing districts in the counties contiguous to Cook
County; for taxing districts in Cook County, the Act first.
applied to the 1994 levy year for taxes payable in 1995. Senate
Bill 1511, Public Act 89-150, effective July 11, 1996 indirectly
extends the provisions of the Property Tax Extension Limita-
tion Law (PTELL) to the remaining 96 counties. The county
board of a county not subject to the PTELL is allowed (not
mandated) to submit to the county’s voters the question of
whether all non-home-rule taxing districts in the county shall
be subject to the PTELL. Such referenda may be held at any
regularly scheduled election except a consolidated primary
election. Nineteen counties had the question on the ballot on
November 5, 1996 (Boone, Champaign, Christian, Franklin,
Jackson, Kankakee, Lee, Logan, Macoupin, Massac, Menard,
Monroe, Morgan, Randolph, Sangamon, Schuyler, Union,
Williamson, and Winnebago); voter approval of the question
was secured in all counties except Massac County. As of the
date of the writing, five counties plan to have the question on
the April ballot (Adams, McDonough, McLean, Shelby, and
Stephenson). Increases above 5% orthe percent increasein the
CPI must be approved by the voters in a referendum.

The Consumer Price Index used in the Law is the Consumer
Price Index for All Urban Consumers (CPI-U) for all items
published by the United States Department of Labor. If the
percentage increase during the 12-month calendar year preced-
ing the levy year is more than 5%, then the limitation is 5%;
otherwise it is the rate of increase of the CPI-U. For the 1996
levy year, the limitation was 2.5%; for the 1997 levy year, the
limitation is 3.3%.

This Law imposes a mandatory property tax limitation on
taxing districts located entirely in Cook County and counties
contiguous to Cook County: DuPage, Kane, Lake, McHenry
and Will counties (collar counties). Levies for tort immunity,
fire prevention and safety, and pension purposes are subject to
the limitations.

Taxing districts that overlap into other counties are included
in the mandatory provisions of this Law only if a majority of
the equalized assessed valuation (EAV) for the 1990 levy year
was in the collar counties. If a majority of the 1990 EAV was
in counties bordering on the west or south of the collar
counties, the limitation provisions do not apply to the district
unless the provisions of Public Act 89-150 become applicable.



If taxing districts have all of their EAV in one county and the
voters approve the proposition, the PTELL becomes appli-
cable to these districts January 1 of the year following the
referendum.

If taxing districts have their EAV in two or more counties a
referendum must be held in each county in which the EAV of
the district is located. If a majority of the EAV of the taxing
district is located in one or more counties that have had a
successful referendum, the PTELL becomes applicable to that
district January 1 of the year following the last year a referen-

dum was held in a county in which-the taxing district has any
EAV.

For example, in counties which had successful referenda on
November 5, 1996, the provisions of the PTELL will become
effective on January 1, 1997. The first taxes subject to the
limitation will be levied in 1997. Taxes levied in 1996
(extended, collected and distributed in 1997) will not be
affected by the PTELL, but the 1996 extensions will provide
the base for calculating the 1997 limitations.

Home-rule taxing districts are not affected by the Law.

. The following types of debt obligations are excluded from the.
limitation if separate levies are made for each of them:

1) General obligation bonds approved by referendum;
2) General obligation bonds issued prior to the effective date
of the Law (October 1, 1991 in the collar counties;
March 1, 1995 in Cook County; the date of the referen-
dum which made the district subject to the Law in all
other counties);

3) Bondsissuedto refund or continue to refund those bonds
issued prior to October 1, 1991, in the collar counties or
March 1, 1995, in Cook County, or prior to the date of
the referendum which made the district subject to the Law
in all other counties; or approved by referendum;

4) Revenue bonds issued prior to October 1, 1991, in the
collar counties or March 1, 1995, in Cook County or
prior to the date of the referendum in all other counties
which are backed by a property tax levy or the full faith
and credit of the local unit of government; (Such an
exemption is allowed only after all other sources are
deemed insufficient to make the payment.)

5) Building Commission lease bonds issued prior to the
effective dates of the Law;

6) Installment contracts entered into before the effective
dates of the Law;

7)

Bonds issued under the Metropolitan Water Reclamation
District Act to finance construction projects initiated
prior to the effective dates of the Law.
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8) Limited bonds, to the extent the principal and interest
payments do not exceed the district’s debt service exten-
sion base less certain offsetting amounts.

Items 6) and 7) above do not apply to school districts.

Bonds issued on orafter October 1, 1991, in the collar counties
or March 1, 1995, in Cook County, or the date of the -
referendum in all other counties are not excluded from the
limitation provisions unless they are approved by voter refer-
endum or can be issued as “limited bonds.”.

1) Ifno referendumis required by the statute authorizing the
bonds or other obligations, or if they are subject to
backdoor referendum, the governing body of the taxing
district may pass an ordinance or resolution to put the
question to the voters under Section 18-190 of the Prop-
erty Tax Extension Limitation Law. If the question is
approved by the voters, the bonds may be issued and are
excluded from the limitation. If the question is turned
down by the voters, the bonds may not be issued.

2) If a backdoor referendum has been called, the election

held, and the issue approved by the voters, the bonds are

excluded from the limitation.

Non-referendum bonds (Working Cash, Funding, Fire
:Prevention and Safety, Tort Judgment, and Insurance
. Reserve Bonds) may be issued as “limited bonds.” The
limited amount of the tax which can be extended to make
principal and interest payments on such bonds is deter-
mined by each district’s debt service extension base (DSEB).
For school districts in Cook and the collar counties, the
DSEB is the 1994 levy year extension (extended in 1995)
to make principal and interest payments on non-referen-
dumbonds. Forall other school districts, the DSEB is the
amount of taxes for the year in which the referendum is
held which make the district subject to the law (exténded,
collected and distributed in the following year).

A taxing district, subject to the limitation provisions, may
submit a question to the voters requesting a greater percentage
increase in the extension than the lesser of 5% or the CPI-U
increase. The referendum must be heldata regularly scheduled
election in accordance with the election code and before the
levy date. If approved by a majority of voters voting on the
issue, the higher extension limitation shall be in effect for one
levy year only.

Referenda held pursuant to this Act are exempt from the
requirement that taxing districts may have only three refer-
enda on a ballot.

Adjustments to the Limitation

1) Taxing districts will get an increase over the limitation

proportional to the amount of new property added to the
tax base as well as any annexations to the tax base.
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2) Ifvoters have approved arate increase that is first effective
in the levy year, the extension may be increased propor-
tionally for that levy yearand for the next four levy years.
3) If voters had approved a rate increase for a fund after
December 31, 1988, and the taxing district did not increase
its rate to the new maximum rate, a proportional increase
is allowed for each of the four years after the levy year the
increase is first effective.

4) Tfataxing district had a decreased aggregate extension the
previous year from the year before that, the limitation
amount is based on the highest aggregate extension in any
of the last three preceding levy years. For example, in
extending taxes for 1996, assume the following extensions
for the three prior years:

1995 $600,000
1994 $750,000
1993 $720,000

In this example the extension was reduced in 1995, the year
prior to the levy year from the year before, 1994. Thus, the
district’s base becomes the highest of the extensions for the
three previous years: 1993, 1994, and 1995. The base is
$750,000 for this taxing district.

Prior-Year Equalized Assessed Value

The prior-year equalized assessed value provision of the Law
which applies only to Cook County, began with the 1992 levy
year for tax bills payable in 1993. The provision continues for
all subsequent years. This provision was not deleted by Public
Act 89-1.

All taxing districts in Cook County are affected. All taxing
districts overlapping into Cook County are affected, but only
for the Cook County portion of the district.

The county clerk will first use the prior-year equalized assessed
value of the Cook County portion of the property to compute
the taxing district’s extension amount. This means the most
that can be raised for a fund is the maximum tax rate for that
fund times the prior-year EAV for all property currently in
the district. For overlapping taxing districts, the prior-year
EAV will be used for the Cook County portion of the district
and the current-year EAV for the rest of the district.

After computing the maximum extension using prior-year
equalized assessed value, the county clerk must calculate the
maximum extension by the formula which includes the in-
crease of 5% or the percentage increase in the CPI-U, if less.
The calculation which resultsinalower extension will be used.

The taxes will be spread against the current-year EAV for the
entire district. By spreading the tax burden against the

current-year EAV, new property bears its fair share of the tax

bur«l:ien. Property deleted from the tax rolls will not get a tax
<
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bill, and corrections to EAV by the Board of Appeals or the
County Assessor will be made before the tax burden is spread.

Interfund Transfers/Working Cash Fund

Under the fund accounting required of school districts, the
revenues and assets of a given fund are restricted to the
purposes of that fund. Under specific circumstances and
conditions, monies may be transferred from one fund to
another. Thissection outlines monies permissible for interfund
transfers. Transfers require the specific authorization of the
local board of education.

Permanent Transfers among Operating Funds. Senate Bill 22,
Public Act 89-3 amended Section 17-2A of the School Code,
effective February 27, 1995. The school board of any district
having a population of less than 500,000 inhabitants may, by
proper resolution following a public hearing (that is preceded
by at least one published notice occurring at least seven days
prior to the hearing in a newspaper of general circulation
within the school district and setting forth the time, date,
place, and subject matter of the hearing), transfer from (1) the
Educational Fund to the Operations and Maintenance Fund
or the Transportation Fund, (2) the Operations and Mainte-
nance Fund to the Educational Fund or the Transportation
Fund, or (3) the Transportation Fund to the Educational Fund
or the Operations and Maintenance Fund of said district an
amount of money not to exceed 20% of the tax actually
received in the fund for the year previous to the transfer,
provided such transfer is made solely for the purpose of
meeting one-time, nonrecurring expenses.

Transfer of Interest Earned. Section 10-22.44 of the School
Code delineates the general conditions which apply to the
interest earned in a fund. Unless prohibited, school districts
are permitted to transfer interest earned on the monies in any
fund of the district to the respective fund of the district that is
most in need of such interest income, as determined by the
school board. The transfer is permissible unless the interest
earned has been previously earmarked or restricted by the
board for a designated purpose.

The law prohibits the transfer of interest earned on monies in
the funds for Illinois Municipal Retirement; Tort Immunity;
Fire Prevention, Safety, Energy Conservation and School
Security; and Capital Improvements purposes. Special provi-
sions apply to the transfer of interest from the Working Cash
Fund. (See Working Cash Fund Interest.)

Senate Bill 1652, Public Act 87-984 amended Section 10-22.44,
effective January 1, 1993. It added the following language to
Section 10-22.44: :

“Interest earned on these exempted funds shall be used only for
the purposes authorized for the respective exempted funds
from which the interest earnings were derived.”
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Interest earnings on federal fundsare restricted to the purpose(s)
for which the funds are received.

Excess Bond and Interest Fund Monies. Until 1986, the
transfer of excess Bond and Interest Fund monies was limited
by Section 19-4 of the School Code. Previously, excess funds
on hand in the bond and interest account (fund) were required
to be transferred to the district fund bearing the nearest
relation to the purpose for which the bonds were issued (under
the authority in Sections 19-2 through 19-6 of the School
Code).

Legislation enacted in 1986 eliminated the authorization for
transferring monies left in a bond and interest account (fund)
when all bonds have been redeemed and all interest payments
made. If monies remain in a bond and interest account (fund)
and these monies are attributable to earnings on investments,
the provisions of Section 10-22.44 of the School Code are
applicable. Under these provisions these excess monies may
be transferred to the district fund that is most in need of such
interest income, as determined by the school board.

If monies remain in a bond and interest account (fund) and
these monies are attributable to excess tax proceeds (taxes
levied to pay interest on and redeem principal of bonds), there
is no authorization tq use those monies for any purpose. A
district might consider transferring such excess tax proceeds to
another bond and interest account (fund) and abating an equal
amount of the taxes that will otherwise be levied for that

purpose.

Bond Premium Treatment. Pursuant to Section 10-22.14 of
the School Code, school districts shall exercise an option with
regard to bond premiums. When proceeds from the sale of
bonds include a premium, the board shall determine by
resolution whether the premium realized in the sale of bonds
is to be used for the purposes for which the bonds were issued,
or instead, for payment of the principal and interest on those

bonds. ’

Treatment of Interest Earned on the Investment of Bond
Proceeds. When proceeds from the sale of bonds issued for fire
prevention, safety, energy conservation, handicapped accessi-
bility, school security and specified repair purposes, as speci-
fied in Section 17-2.11 of the School Code, are invested as
authorized by law, the board shall determine by resolution
whether the interest on the investment of such bond proceeds
is to be used for the purposes for which the bonds were issued
or for payment of the principal indebtedness and interest on
those bonds. When any such transfer is made to the Bond and
Interest Fund, the secretary of the school board shall notify the
county clerk(s), within 30 days, of the amount of the transfer
and direct the county clerks(s) to abate the taxes to be extended
to make principal and interest payments on those bonds by an
amount equal to the transfer (Section 10-22.14 of the School
Code as amended by Public Act 87-984, effective January 1,
1993). When bonds are issued for any other purpose and the
proceeds are invested as authorized by law, the interest earned

Q
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onsuch investments may be transferred in accordance with the
provisions of Section 10-22.44 of the School Code.

Treatment of Excess Bond Proceeds. When bonds, other than
bonds issued for fire prevention, safety, energy conservation,
handicapped accessibility, school security and specified repair
purposes, are issued by any school district and the purposes for
which the bonds have been issued are accomplished and paid
for in full, excess proceeds of the bonds may be transferred by
board resolution to the Operations and Maintenance Fuad.-

When bonds are issued by any school district for fire preven-
tion, safety, energy conservation, handicapped accessibility,
school security, and specified repair purposes, as specified in
Section 17-2.11, and the purposes for which the bonds have
been issued are accomplished and paid for in full, the board, by
resolution, shall use any excess funds for

* otherauthorized fire prevention, safety, energy conserva-
tion, handicappedaccessibility; school security, and speci-
fied repair purposes as specified in Section 17-2.11 or

* paymentofprincipal andinterest on those bonds through
transfer to the Bond and Interest Fund.

If any transfer is made to the Bond and Interest Fund, the
secretary of the school board shall notify the county clerk(s),
within 30 days, of the amount of that transfer and direct the
county clerk(s) to abate the taxes to be extended for the
purposes of principal and interest payments on the respective
bondsissued under Section 17-2.11 by an amount equal to such
transfer (Section 10-22.14 of the School Code as amended by
Public Act 87984, effective January 1, 1993).

Section 34-29.3 of the School Code deals with excess funds on
bonds issued by Chicago School District 299 under Sections -
34-22 through 34-22.7. When the purposes for which the
bonds have been issued are accomplished and paid for in full,

excess funds may be transferred by board resolution to the
Working Cash Fund.

Transfer of Excess Fire Prevention and Safety Tax Proceeds.
When taxes are levied by any school district for fire preven-
tion, safety, energy conservation, handicapped accessibility,
school security, and specified repair purposes as specified in
Section 17-2.11 of the School Codeand the purposes for which
thetaxes havebeen levied are accomplished and paidin full and
there remain funds on hand in the Fire Prevention and Safety
Fund from the proceeds of the taxes levied, including interest
earnings thereon, the school board by resolution shall use such
excess and other board restricted funds excluding bond pro-
ceeds and earnings from such proceeds (1) for other authorized
fire prevention, safety, energy conservation, handicapped
accessibility, school security, and specified repair purposes or
(2) for transfer to the Operations and Maintenance Fund for
the purpose of abating an equal amount of operations and
maintenance purposes taxes. If any transfer is made to the
Operations and Maintenance Fund, the secretary of the school
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board shall within 30 days notify the county clerk to abate the
taxes to be extended for the purposes of operations and
maintenance authorized under Section 17-2 of this Act by an
amount equal to such transfer.

Working Cash Fund Interest. Monies earned as interest from
investment of the Working Cash Fund may be transferred
from the Working Cash Fund upon the authority of the
school board. A separate resolution must be enacted, directing
the school treasurer to make such transfer to any other fund
of the district. Specific provisions are contained in Section
20-5 of the School Code.

Working Cash Fund Balance to Educational Fund. The board
of education of any school district may, by resolution, abolish
its Working Cash Fund and transfer any balance to the
Educational Fund at the end of the fiscal year. Outstanding
interfund loans from the Working Cash Fund must be paid to
the Educational Fund at the end of thefiscal year. Uncollected
Working Cash Fund taxes, when collected, must be paid into
the Educational Fund (Section 20-8).

“Abatement” of Working Cash Fund. Section 20-8 of the
School Code permits adistrict to abolish its working cash fund
and to transfer the balance of the fund to the educational fund.
Although Section 20-8 does not mention abatement of the
fund, Section 20-9 refers to re-creating a working cash fund
which has been “abolished or abated...” Accordingly, “im-
plicit in the provisions of Section 20-9...is the authority to
abate a working cash fund.” (In re Application of Walgenbach
(1984), 104 Ill.2d 121, 125.) Since the balance of the fund when
abolished may be transferred to the educational fund, it
follows that any balance transferred from the fund when
abated may be deposited in the educational fund as well.

Other Working Cash Fund Limitations. Section 20-6 of the
School Code contains strong penalties for any member of a
school board or any other person holding any office, trust, or
employment under a school district who is guilty of willful
violation of any of the provisions of Article 20 (the Working
Cash Fund).

Further limitations to the Working Cash Fund are included in
the Tax Anticipation Note Act (50 ILCS 420/0.01). These
limitations affect Working Cash Fund transfers when tax
anticipation notes have been issued. The following is an
excerpt from Section 5 of the Act:

Whenever the unit of government has established a working
cash fund, as provided by law, the tax rate shall not be reduced
below the amount necessary to reimburse any money bor-
rowed from the Working Cash Fund. It shall be the duty of
the clerk or secretary of the unit of government, annually, not
less than 30 days prior to the tax extension date, to certify to
the county clerk the amount of money borrowed from the
Working Cash Fund to be reimbursed from the specific tax
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levy. No reimbursement shall be made to the Working Cash
Funduntil there hasbeen accumulated from the tax levy to pay
the notes an amount sufficient to pay the principal of, and
interest on, the notes to maturity. Atsuch timeasthereareno
notes outstanding, all proceeds of such levy shall be applied for
the specific purpose or purposes for which the notes were
1ssued.

Borrowing Money/Debt Limitations

Many school districts borrow money to meet cash flow needs
or to finance capital projects. School board members and
administrators should understand the various means under
which borrowing may occur so that they adopt the best plan
to meet the district’s specific needs. The terms and conditions
of borrowing money depend upon the credit rating of the
district, i.e., a designation used by analysts or rating services to
represent relative quality of debt issues. Numerous conditions
within the control of the school board affect a district’s credit
rating. Good fiscal administration, full disclosure financial
reporting, effective long-term financial planning, efficiency of
operation, and sound board policies help establish a favorable
credit rating. School districts should first determine if
short-term cash shortages can be met by working cash fund
loans or other interfund loans before incurring short-term
debt through external sources.

Long-Term Borrowing

Maximum Bonded Indebtedness. Limitations on school dis-
trict bonded indebtedness are determined in relationship to a
district’s equalized assessed valuation (EAV) of real property.
Section 19-1 of the School Code contains the general debt
limits for elementary and high school districts (6.9 percent of
EAV) and unit districts (13.8 percent of EAV).

Section 19-1 also provides a maximum of 15.0 percent of EAV
bonded indebtedness for certain growth districts when the
regional superintendent and the State Superintendent of Edu-
cation concur with the school board’s enrollment projections
and two-thirds of the electors approve the bond issue.

At times this section is amended to provide increased bonding
power for districts which meet specific conditions.

* Bonds subject to the debt limitation provisions:

— Building Bonds*
— Fire Prevention and Safety Bonds**
- Refunding Bonds**

*  Bonds not subject to the debt limitation provisions but
included in total bonded indebtedness™**:

~ Working Cash Fund Bonds*
~ Funding Bonds”
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* Bonds not subject to the debt limitation provisions and
not included in total bonded indebtedness:

~ Tort Judgment Bonds**
~ Insurance Reserve Bonds**

* Voter approval required.
** May be issued without referendum, except for
those districts in the counties affected by the
Property Tax Extension Limitation Law.
May limit the issuance of bonds subject to the
debt limitation provisions.
Subject to backdoor referendum.
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In addition to bonded debt, these statutory debt limitations
apply to Teachers’ Orders, Employees’ Orders and the prin-
cipal portion of a three- or five-year lease-purchase agreement

or a long-term lease agreement for a building or building
addition.

Maximum Interest Rates. The maximum interest rate payable
on all short-term debt instruments and all bonds (long-term
debt instruments) issued is the greater of nine percent per
annum or 125 percent of a market rate indicator. The current

- indicator is the “General Obligation Bonds Index” of average

municipal bond yields as published in the most recent edition
of The Bond Buyer. Measurement of this bond index is done at
the time the contract is made for sale of the bonds, as
authorized by Ilinois Compiled Statutes, 30 ILCS 305/2.

Short-Term Borrowing

Short-Term Debt Limitations. Section 18-18 of the School
Code limits school districts’ issuance of state aid anticipation
certificates, general obligation notes, and tax anticipation
warrants so that the total amount of state aid certificates,
notes, and warrants outstanding for any fiscal year may not
exceed 85 percent of the taxes levied by the district for that
year. :

One exception to thislimitation exists. Any district may now
borrow up to 100% of the amount of General State Aid to be
received in July even if it has borrowed to its maximum level
as described above.

A district is also limited in the amount which can be accumu-
latedinthe Working Cash Fund. Whether through the sale of
working cash bonds or through annual levy, the maximum
amount that can be accumulated in the Working Cash Fund is
85 percent of the taxes permitted to be levied for educational
purposes for the then current year plus 85 percent of the
district’s last known Corporate Personal Property Replace-
ment Tax entitlement (Section 20-2).

Additional exceptions exist for any school district which has
been certified by the State Board of Education as being
“financially distressed.” Please see Part V1.

Q

Interfund Loans. The School Code authorizes school districts
to make interfund loans as follows: '

Operations and Maintenance Fund to the Educational Fund
or the Transportation Fund or the Fire Prevention and Safety
Fund (Section 10-22.33),

Educational Fund to the Operations and Maintenance Fund
or the Transportation Fund or the Fire Prevention and Safety
Fund (Section 10-22.33), , :

Transportation Fund to the Educational Fund or the Opera-

tions and Maintenance Fund or the Fire Preventionand Safety

Fund (Section 10-22.33),

Working Cash Fundto any fund of the district for which taxes
are levied (Section 20-4). . '

Monies that are temporarily idle and/or surplus in specific
funds may be loaned to cover anticipated interim needs in

- certain other funds, as cited above. Such monies, excluding

68

Working Cash Fund Loans, must be repaid to the proper fund
within three years. Working Cash Fund loans must be repaid
upon the collection of anticipated taxes. Exceptions to the
payment of Working Cash Fund loans exist when tax antici-
pation notes are outstanding. o

Even though interfund loans can be made to the Fire Preven-
tion and Safety Fund, no interfund loans are permitted to be
made from the Fire Prevention and Safety Fund.

Interfund loans require appropriate authorization by the
board of education of the district.

State Aid Anticipation Certificates. Section 18-18 of the
School Codeallows school districtsto issueatype of short-term
debt known as State Aid Anticipation Certificates. Using -
certificates, money is loaned to a district against anticipated
General State Aid payments. The certificates have the follow-
ing general characteristics: :

* Centificates may not be outstanding for more than 13
months. .

* Certificates are payable solely from General State Aid
payments.

* Certificates may be issued without referenda.

* Theamount of certificates to be issued may not exceed 75
percent of the state aid allocated to the school district for
that year as certified by the State Superintendent and the
regional superintendent after subtracting the amount of
funds available for transfer from the district’s Working
Cash Fund.

80



e The amount of certificates plus the amount of funds
transferred from oravailable for transfer from thedistrict’s
working Cash Fund, plus the amount of the district’s
general obligation notes and tax anticipation warrants
outstanding for the year may not exceed 85 percent of
taxes levied by the district for that year.

¢ The board, prior to issuing the certificates, must adopt a
resolution designating the purposes for which the pro-
ceeds of the certificates are to be expended, the amount to
be issued, maturity dates, rate of interest, and other
optional provisions.

e Public Act 87-1215 permits districts to borrow up to
100% of their July State Aid payments; these loans must
be repaid by August'1 and may be in excess of the
limitations stated above.

Personal Property Replacement Tax Notes. Personal prop-
erty replacement tax notes may be issued in an amount not to
exceed 75 percent of the entitlement of replacement taxes
anticipated for the year. The entitlement amount must be
certified by the Director of the Illinois Department of Rev-
enue. If the entitlement has not yet been certified, notes may
be issued based upon 90 percent of the last known entitlement
as certified by the Director of the Illinois Department of
Revenue (50 ILCS 420/4.1).

Tax Anticipation Notes. School districts are authorized to
issue general obligation notes in an amount (including princi-
pal, interest, and costs of note issuance) not to exceed 85
percent of the taxes levied less the amount available for loan in
or loaned from the working cash fund. Anticipation notes
may be issued in anticipation of all taxes, including those for
which tax anticipation warrants may not be issued. No notes
shall be issued during any fiscal year in which tax anticipation
warrants are outstanding against the tax levied for the fiscal
year.

Anticipation notes bear interest at a rate not exceeding the
greater of nine percent, or 125 percent of the General Obliga-
tion Bonds Index of average municipal bond yields. Notes
must mature within two years. A board of education is
required to adopt a resolution fixing the amount of notes, the
date and the maturity date, the rate of interest (unless the notes
are to be sold by public bid), the place of payment, and the
denomination (in equal multiples of $1,000). The board
resolution must also provide for the levy and collection of a
direct annual tax upon all taxable property in the district
sufficient to pay the principal and interest on the notes to
maturity (30 ILCS 305/2).

When tax anticipation notes are outstanding, it is the duty of
the county clerk to reduce a district’s specific tax rate by the
percentage necessary to produce an amount to pay the princi-
pal and interest on the outstanding notes. When the district
has established a Working Cash Fund, the tax rate is not
reduced below theamount necessary to reimburse any money
Q
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borrowed from the Working Cash Fund. It is the duty of the
clerk or secretary of the district annually, and not less than 30
days prior to the tax extension date, to certify to the county
clerk the amount of money borrowed from the Working Cash
Fund that is to be reimbursed from the specific tax levy. No
reimbursement may be made to the Working Cash Fund until
an amount sufficient to pay the principal of, and interest on,
the notes to maturity has been accumulated from the tax levy.
The notes are executed in the name of the district by manual
or facsimile signatures of district officials designated by the
resolution. At least one signature on each note must be a
manual signature. The notes may be issued in excess of any
statutory debt limitation and do not operate to reduce the
authority to incur debt otherwise authorized for the district.

The issuance of notes does not require a referendum (50 ILCS
420/5).

Tax Anticipation Warrants. When there is no money in the
treasury to pay the necessary expenses of the district, a school
board may issue warrants or may provide a fund by issuingand
disposing of warrants drawn against, and in anticipation of,
any taxes levied for payment of necessary district expenses for
transportation, educational, fire prevention and safety, and
operations and maintenance purposes, or for payments to the
Nllinois Municipal Retirement System (but not the Social
Security System), or for payments of maturing principal and
interest of bonds. Warrants may be issued to alegal maximum
of 85 percent of the total amount of the tax levied. The
warrants show upon their face that they are payable in the
numerical order of their issuance solely from such taxes when
collected. Taxes must be set aside and held for warrant
payment. Every warrantbearsinterest payable out of the taxes
against which it is drawn, at a rate not exceeding the greater of
nine percent, or 125 percent of the General Obligation Bonds
Index of average municipal bond yields, per annum from the
date of issuance until paid, or until notice is given that the

money for the warrant is available (Section 17-16 of the School
Code).

General Obligation Tax Anticipation Warrants. General
Obligation Tax Anticipation Warrants are authorized by the
Debt Reform Act.

Such warrants bear a specified due date and are secured by a
levy of ad valorem taxes upon all taxable property in the
district without limit as to rate or amount. No additional
money should accrue to the district as a result of the tax levied
to pay general obligation warrants because when the warrants
are issued, the county clerk is instructed to reduce the specific
tax rate by the percentage necessary to produce an amount to
pay the principal of and interest on the warrants. A district
may not issue general obligation tax anticipation warrants in
excess of the 85 percent formula described above.

Under the Debt Reform Act, a district may issue refunding
warrants or general obligation bonds to refund warrants should
taxes or other revenues be delayed or insufficient to pay the
warrants. The refunding warrants or bonds may also be
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secured by a levy of ad valorem taxes upon all taxable property
in the district without limit as to rate or amount or, for a
district subject to the Extension Limitation Law, may be
issued as limited bonds.

Warrants initially issued are not regarded as or included in any
computation of indebtedness for the purpose of any statutory
provision or limitation. Refunding warrants and general
obligation bonds issued to refund warrants may be issued
without regard to existing debt limitations. Upon being
issued, however, such general obligation refunding bonds or
warrants must be included and regarded as indebtedness.

Teachers’ Orders. Teachers’ orders are, in effect, promissory
notes for wages due, paid in lieu of cash or acheck to a teacher.
Wages of teachers are paid in a manner agreed upon by the
school board, but at least one payment must be made during
each school month. The board issues and delivers an order to
the school treasurer for the amount of salary due. Teachers’
orders must be issued when due, even though there is no
money in the Educational Fund, and the orders become a
liability against future Educational Fund revenue of the district.

The school treasurer cannot pay out funds of a district except
-upon an order of the school board signed by the president and
clerk, or secretary, or by a majority of the board. When
teachers’ orders are presented to the treasurer and cannot be
paid because of lack of funds, the treasurer endorses the orders
over his or her signature “not paid for want of funds,” marks
the date of presentation and records the endorsements. After
an endorsement, the order becomes negotiable and bears
interest not exceeding the greater of nine percent, or 125
percent of the General Obligation Bonds Index of average
municipal bond yields per annum. The order remains out-
standing and interest accumulates until the treasurer notifies
the clerk or secretary, in writing, that he or she has funds to
pay the order. The order draws no interest after notice is given
to the clerk or secretary (Section 8-16 of the School Code).

Charter school districts having a population of less than
500,000 may issue to teachers and other employees of the
district, orders in payment of salaries (Section 32-4.14 of the
School Code). (As of December 1, 1996, there are 12 such
charter school districts in Illinois.)

Anticipation of Revenue Act

The Anticipation of Revenue Act (50 ILCS 425/1 et seq.)
authorizes units of local government and school districts to
issue obligations to anticipate revenue from any sources
including, but not limited to, federal aid, State revenue shar-
ing, local taxes and fees.

Anticipatory obligations issued against such expected rev-
. enues for any purpose shall not exceed 85 percent of such
revenues. Written assurance of the amount of revenue to be
received from a particular source must be filed with the proper
county clerk before the obligations can be issued.
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Obligations issued under this Act shall be due not more than
12 months from the date of issue and shall bear interest at arate
not exceeding the maximum rate authorized by the Bond
Authorization Act (30 ILCS 305/0.01) at the time of issuance.

Several duties are imposed upon the Treasurer of the district
including authentication of notes and coupons, providing
certificates of authenticity, keeping a registry of each series of
notes issued, transmitting funds to pay principal and interest,
and insuring that notes are paid.

Severe penalties are provided if notes are issued in excess of the
limitations. Any official of the unit of local government or
school district who votes for or otherwise influences the
issuance of notes under this Act in excess of the limitations
provided in the Act “shall be liable for twice the sum of such
excessive notes to the unit of local government or school
district as the case may be and shall be ineligible for his office
and be subject to removal from office.”

Long-Term Borrowing

Bond Issue Notification Act

Public Act 89-655 (House Bill 2645), effective January 1, 1997,
requires school boards to hold at least one public hearing
concerning the school district’s intent to sell non-referendum
general obligation bonds or limited(tax) bonds before adopt-
ing the ordinance/resolution to sell the bonds.

The clerk or secretary of the board shall publish notice of the
hearing at least once in a newspaper of general circulation in
the district not less than 7 nor more than 21 days before the
date of the hearing. The notice shall not be placed in the legal
notice or classified advertisement sections of the newspaper.
The notice shall be in substantially the following form:

(governmental entity) will hold a public hear-
ing on ... (date) at ... (time). The hearing will be held at
(location). The purpose of the hearing will be to
receive public comments on the proposal to sell bonds in
the amount of $.... (amount) for the purpose of ..........
(state purpose),

..........

Any notice that excludes that information shall be deemed
invalid. Governmental units issuing non-referendum general
obligation bonds or limited bonds subject to backdoor refer-
endum under applicable law may publish one notice that
includes both the information required by this Section and by
the backdoor referendum provision.

At the required hearing the board shall explain the reasons for
the proposed bond issue and permit persons desiring to be
heard an opportunity to present written or oral testimony
within reasonable time limits. The hearing may be adjourned
to another date without further notice other thana motion, to
be entered upon the minutes of the board, fixing the time,
place, and date of the reconvened hearing.
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The board shall not adopt the ordinance selling the non-
referendum general obligation bonds or limited bonds for a
period of seven daysafter the final adjournment of the public
hearing.

School districts that are issuing either refunding general obli- .

gation bonds or refunding limited bonds are not required to
comply with the provisions of this Act.

Health/Life Safety Bonds. If the Regional Superintendent of
Schools having jurisdiction over a school district certifies to
the school district and the State Board of Education that the
work proposed for which the non-referendum general obliga-
tion bonds or limited bonds will be issued is work that is
required in order to meet the minimum mandatory safety
requirements under the Health/Life Safety Code for Public
Schools created pursuant to Section 2-3.12 of the School Code,
the school district issuing the bonds is not required to comply
with the provisions of this Act. If the board of education of
a school district exempt from Section 2-3.12 of the School
Code (Chicago School District 299) certifies to the State Board
of Education that the work proposed for which the non-
referendum general obligation bonds or limited bonds will be
issued is work that 1s required in order to implement a capital
improvement program to provide for the health, life, and
safety needs of the pupils, school personnel, and school
district, the school district issuing the bonds is not required to
comply with the provisions of this Act.

Emergency situations. School districts that are issuing non-
referendum general obligation bonds or limited bonds for the
purpose of making improvements or restorations, the neces-
sity for which is caused by any casualty, accident, or emer-
gency, are not required to comply with the provisions of this
Act. As used in this Section, “emergency” means a condition
requiring immediate action to suppress or prevent the spread
of disease or to prevent or remove imminent danger to persons
or property. -

Working Cash Fund Bonds. For the purpose of creating or
increasing a Working Cash Fund, the school board of a district
having a population of less than 500,000 may incur a bonded
indebtedness. Total indebtedness cannot exceed, in the aggre-
gate, 85 percent of the taxes permitted to be levied for
educational purposes for the current year plus 85 percent of
the last known personal property replacement tax revenue
entitlement minus any balance currently in the Working Cash
Fund. The maximum amount a district can have in its
Working Cash Fund is calculated by this same formula.

The Working Cash Fund may be created by issuance of bonds
and/or by resolution of the school board to levy an annual tax
not to exceed .05 percent. Working Cash Fund monies may
- be used only for the purposes of authorized interfund loans.
Monies in the fund are not regarded as current assets available
for school purposes and may not be used by the school board
other than to loan monies with which to meet ordinary and
necessary disbursements for salaries and other school pur-
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poses. The monies may be loaned to any fund of the district
for which taxes are levied. Working Cash Fund monies are
considered loaned in anticipation of the amount of taxes to be
received in excess of the amount necessary to pay any out-
standing tax anticipation warrants and related interest. Work-
ing cash fund loans must be repaid when the taxes which were
anticipated are received (Sections 20-1, 20-2, 20-3, 20-4, and
20-7 of the School Code).

Funding Bonds. At times, orders for the wages of teachers or
for the payment of claims are created that cannot be met from
current revenue. These obligations may be paid by issuing
funding bonds. Before issuing funding bonds, the school
board must adopt a resolution declaring its intention to issue
bonds for the purpose(s) provided. The notice of intent to
issue bonds to pay claims must be published.

The notice informs a district’s voters both that the school
board intends to issue bonds and that bonds will be issued
unless a petition requesting an election is presented to the
board within 30 days from the date of the notice. If a petition
signed by atleast ten percent of the district’s legal voters is filed
requesting the school board to call an election; an election
must be held before the bonds can be issued (Sections 19-8 and
19:9 of the School Code).

Refunding Bonds. Refunding bonds may be issued to pay the
outstanding binding and subsisting legal obligations of a
district. Refunding may be for bonds and interest due when
funds are not available for their payment, or for reissuing
(refinancing) callable bonds (which have not matured) at a
lower rate of interest. If the district’s indebtedness does not
exceed the appropriate debt limitation at the time the bonds
are issued, these bonds may be refunded by issuing refunding
bonds at alater date. Refunding bonds may be issued without
a referendum (Sections 19-15 and 19-16 of the School Code).

Fire Prevention, Safety, Environmental Protection, Energy

Conservation, Handicapped Accessibility, School Security
and Specified Repair Purposes Bonds. School districts may

expend tax revenues for fire prevention and safety; the protec-
tion and safety of the environment, pursuant to the “Environ-
mental Protection Act”; energy conservation; handicapped
accessibility; school security; and specified repairs. These
expenditures must be as a result of a lawful order of any
agency, other than a local board of education, having
jurisdiction over school districts.

Expenditures for fire prevention, safety, and environmental
protection have priority over expenditures for energy conser-
vation, school security, or other purposes. Section 17-2.11
allows a district to tax at a rate of .05 percent (5 cents per $100
EAV) for life-safety purposes. This rate may be increased to
.10 percent (10 cents per $100 EAV) upon approval of a
majority of the electors at a regularly scheduled election.

Section 17-2.11 also authorizes boards of education to issue
bonds, without referendum, for fire prevention, safety,
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environmental protection, energy conservation, handicapped
accessibility, school security and specified repair purposes.
The intent of the law concerning the authority to issue bonds
is to expedite the rehabilitation of buildings to meet fire
prevention and safety standards, to meet environmental
regulations, to reduce energy consumption, to improve
handicapped accessibility, to provide security features, and to
make specified repairs. (Note: School districts subject to the
provisions of the Property Tax Extension Limitation Law will
be required to have areferendum unless they qualify under the
provisions of Senate Bill 368, Public Act 89-385, to issue
“limited (tax) bonds.”)

Building and School Site Acquisition. A school district is not
required to hold a referendum to purchase a building site, but

there must be a favorable vote by the voters of adistrict before
bonds may be issued or a building constructed. Expenditures
for the purchase of a building site and additions to existing
structures may be made from the Operationsand Maintenance
Fund without approval of the voters. School boards shall not
accumnulate monies from taxes for operations and maintenance
purposes unless there is voter approval for this action (Section
17-5.1 of the School Code). A favorable referendum must be
held o authorize acquisition of a residential site for a school
district (Sections 19-2 and 19-3 of the School Code).

The construction of school buildings or office facilities with-
out a referendum is permitted only when the work is paid for
with funds received from the sale or disposition of other
buildings or lands of the school district or with funds received
from sources such as gifts or donations. However, no funds
derived from bonded indebtedness or atax levy can be used for
these purposes (Section 10-22.36 of the School Code).

School Sjtes and Office Facilities. A board of education may
buy or lease school building sites and school offices. The
purchase of such sites or office facilities may be by contract for
deed, contracted for a maximum of ten years (Section 10-22.35A
of the School Code). Districts may borrow funds for the
purchase and/or improvement of real estate for vocational
education purposes.

Section 10-22.12 of the School Code authorizes school boards
to “lease, for a period not exceeding 99 years, any building,
rooms, grounds and appurtenances to be used by the district
for the use of schools or for school administration purposes;
and to pay for the use of such leased property in accordance
with theterms of the lease. The board shall not make or renew
any lease for a term longer than 10 years, nor alter the terms
of any lease whose unexpired term may exceed 10 years
without the vote of 2/3 of the full membership of the board.”

A school district may enter into such a lease agreement (with
alocal bank or an investment bank) for a building which has
not yet been built or for additions, improvements or renova-
tions of existing buildings. The bank may assign its interest in
the lease to a trustee who then issues Certificates of Participa-
tion (“COPS”) to investors. The proceeds of the sale of the
Q
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“COPS” are used to pay for the acquisition or construction of
the leased property. The lease payments made by the district

to thetrustee are used to pay interest on and retirethe principal
of the “COPS.” A :

There is no authority for the district to levy a special unlimited
tax as to rate or amount to make such lease payments. A
district may, however, levy a tax to lease educational facilities
under Section 17-2.2¢ of the School Code. The permissive rate
for the leasing tax is .05 percent; it may be increased to .10
percent with voter approval. The proceeds of this tax are to
be deposited in the operations and maintenance fund because
Section 17-7 of the School Code requires payments “for the
rental of buildings and property for school purposes” to be
made from the operations and maintenance fund.

Revenue Bonds for Exhibition Facilities. Revenue bonds may
be issued without referendum under Section 19a-2 of the
School Code for buildings or stadiums constructed to be used
primarily for athletic spectator sports. Section 19a-4 autho-
rizes boards to issue bonds, after referendum, to pay deficien-
cies resulting from exhibition facilities’ income being inad-
equate to make such payments.

Tort Judgment Bonds. Section9-105 of the Local Governmen-
tal and Governmental Employees Tort Immunity Act (745
ILCS 10/9-105) allows school districts to issue tort judgment
bonds for the payment of liabilities created by a tort judgment
against the district.

Insurance Reserve Bonds. Section 9-105 of the Local Govern-
mental and Governmental Employees Tort Immunity Act
(745 ILCS 10/9-105) also allows bonds to be issued without
referendum for the purpose of creating a reserve for the
payment of any cost, liability or loss against which a district
may protect itself or self-insure pursuant to Section 9-103 of
the Local Governmental and Governmental Employees Tort
Immunity Act, as amended, or for the payment of which a
district may levy a tax pursuant to Section 9-107 of the Act,
including, without limitation, any or all tort judgments or
settlements entered against or entered into by the district.
Such bonds may be issued in an amount necessary to fund a
reserve created for any or all of these purposes. Such reserve
fund, including interest earnings reasonably anticipatedthereon,
must not be funded in an amount in excess of that which is
reasonably required for the payment of such costs (including
costs of issuance associated with bonds issued for the purpose
of funding such reserve fund). Suchbonds do not count against
the district’s statutory debt limit. Monies on deposit in an
insurance reserve fund funded from tax-exempt bond proceeds
are subject to yield restriction from and after the date of

issuance of the bonds, until and as such bonds are retired
(Federal Arbitrage Laws).

Limited Bonds (Limited Tax Bonds). Districts subject to the
provisions of the Property Tax Extension Limitation Law
may issue non-referendum bonds using the debt service exten-
sion base provision. This provision allows county clerks to

84



continue to extend taxes for ataxing district’s non-referendum
bonds at the same level as for the 1994 levy year in Cook and
the collar counties or for the levy year in which the referen-
dum was held (in the other 96 counties) which made the
district subject to the law. When issuing new bonds that will
be financed using this provision, the district must label them
“limited bonds” under Section 15 of the Local Government
Debt Reform Act. The debt service extension base can be
created or increased by referendum.

If a district has no flexibility within its debt service extension
base it can consider refunding its non-referendum bonds
extending the length of the redemption period and reducing
the annual requirements for principal and interest payments.
A district may also consider issuing Capital Appreciation
Bonds (CABs). A CAB is a governmental security on which
the interest on an initial principal amount accretes (technical
term) at a stated compounded rate until maturity at which
time the investor receives a single payment representing both
the initial principal amount and the total investment return
interest. Since interest is not paid on a semi-annual basis, a
district may issue bonds with no bond and interest tax levy
- until the year prior to maturity. This enables the district to
structure new debt service around existing indebtedness.

Alternate Bonds. Alternate Bonds may be issued pursuant to
the Debt Reform Act and the School Code whenever a school
district has a lawfully available revenue source sufficient.to
provide in each year an amount not less than 1.25 times debt
service on any outstanding alternate bonds payable from such
revenue source and the alternate bonds to be issued. The
revenue source must be pledged to the payment of the alter-
nate bonds and the school board must convenant to provide
for, collect and apply the revenue source to the payment of the
bonds and an additional .25 times debt service. The bondsare
also payable from a full faith and credit tax levy. The intent
is that the revenue source will be sufficient to pay the bonds
so that taxes need not be extended for their payment. Alter-

nate bonds must be issued for a lawful corporate purpose. .

They do not constitute debt for the purpose of any statutory
provision or limitation unless taxes, other than a designated
revenue source, are extended to pay them. The issuance of
alternate bonds must be approved by referendum if the
requisite number of voters in the district files alawful petition
with the secretary of the school board within 30 days follow-
ing publication of the district’s intent to issue the bonds.

Contract Purchasing of School Buses. A school board, by
resolution, may enter into a contract for the purchase of buses

to be paid for within a three-year period from the date of the
resolution or over such longer period of time as does not
exceed the depreciable life of the vehicle (currently five years)
(Section 10-23.4 of the School Code).

Alternate Sources of Long-Term Borrowing
Illinois Development Finance Authority

The linois Industrial Development Finance Authority was
created by Public Act 81-434, effective September 7, 1979. Its
title was changed to the Illinois Development Finance Author-
ity (IDFA) and its powers were broadened to include units of
local government (Public Act 83-669, effective September 23,
1983; Public Act 85-1154, effective July 29, 1988; and Public
Act 86-819, effective September 7, 1989) (20 ILCS 3505/1 et

seq.).

IDFA is dedicated to the advancement of economic develop-
ment in the State of llinois by providing linois local govern-
ments, businesses and not-for-profit organizations access to
capital. ‘

IDFA offers local governments throughout Lllinois several
important features which save money for borrowers. These
include exemption from both state and federal income taxes,
the ability to intercept tax, state aid and other revenues and
direct them to the bond trustee to pay principal and interest
on the bond issue, and to pool bond issues with similar
borrowers. These features lower the cost of borrowing and
increase the marketability of the issue. Additionally, school
districts can benefit in the marketplace from issuing bonds
through IDFA as a conduit financier and can rely upon the
objective, innovative and experienced guidance of their team
of municipal finance professionals.

Since October, 1994, twelve school districts. have achieved
significant interest savings by issuing bonds through IDFA.

Belvidere Community Unit School District 100

(Dundee) Community Unit School District 300

Geneva Community Unit School District 304

Palatine Community Consolidated School District 15

Rockford School District 205

St. Charles Community Unit School District 303

Springfield School District 186

(Wheaton-Warrenville) Community Unit School
District 200

Community H.S. District 155

Indian Prairie Community School District 204

Elgin School District No. U-46

Lockport Township High School District 205

For additional information, contact the lllinois Development
Finance Authority, 233 South Wacker Drive, Sears Tower -
Suite 5310, Chicago, Illinois 60606, 312/793-5586, Fax 312/
793-6347.

Illinois Rural Bond Bank
The Hlinois Rural Bond Bank was created by state statute in

1989 to assist local governments in obtaining low-cost capital
for infrastructure and other public improvement projects.
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The Bond Bank initially served local governments located
outside the Chicago metropolitan area. In 1995, the state
expanded the Bond Bank’s territory to include also DuPage,
Kane, Lake, McHenry and Will counties.

The municipal bond market is the primary source of capital
for Bond Bank programs. Through a process called conduit
financing, the Bond Bank sells its bonds in the market and
lends the proceeds of the sale to participating local govern-
ments. The Bond Bank retires its debt with the principal and
interest payments it receives from the local government loans.

Since Bond Bank bonds are backed by the moral obligation of
the State of Illinois and the interest on Bond Bank bonds is
exempt from state as well as federal income tax, lower overall
borrowing ratesare obtained. The Bond Bank’sability to pool
anumber of financing needs into onelarge bond issue provides
additional savings by sharing the costs of issuance among the
participating local governments.

Teaming up with the Bond Bank gives local governments an
independent and experienced financial resource that assures a
cost-effective borrowing. Many local governments that have
no professional financial staff, relatively small or infrequent
borrowing needs, or no bond rating may face difficulty and

“incur undue costs by issuing bonds on their own behalf. The
Bond Bank team helps local governments overcome these
obstacles.

The Bond Bank has provided almost $59 million to 105 local
governments in Illinois. Projects financed include water and
sewer improvements, school buildings and life-safety im-
provements, road improvements, solid waste facilities, equip-
ment purchases, and park improvements. The Bond Bank also
helps local governments raise working cash and refinance
existing debt, :

Access to capital, reduced interest rates and lower financing
costscombineto makethe Bond Bank an attractive borrowing
alternative for local governments throughout the state.

For additional information, contact the Hlinois Rural Bond
Bank, 427 E. Monroe Street, Suite 202, Springfield, Hlinois
62701, 217/524-2663, FAX 217/524-0477.

Southwestern Illinois Development Authority

The Southwestern Illinois Development Authority (SWIDA)
was created by Public Act 85-591, effective September 20,
1987. Public Act 86-1455, effective December12, 1990, revised
financing provisions of the Authority, and Public Act 89-460,
effective May 24, 1996, made SWIDA Bonds exempt from
state income taxes. Units of local government, including
school districts, located within the boundaries of the Author-
ity (Madison and St. Clair Counties) are now permitted to sell
bondsto/through the Authority and pledge General State Aid
and other State revenues received through the State Board of
Education to meet principal and interest payments (70 ILCS
R'mlcl ot seq.). : ‘
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SWIDA also has the power to buy, sell, lease, and develop
property.

School districts in Madison and St. Clair Counties may secure
additional information by contacting the Southwestern Illi-
nois Development Authority, Magna Bank Center, 1 Eastport
Plaza Drive, Collinsville, Illinois 62234, 618/345-3400.

Recording of District Revenues and
Expenditures

The recording of revenues and expenditures of a school district
is governed by a uniform chart of accounts promulgated by the
State Board of Education. Information on the Illinois Program
Accounting Manual for Local Education Agencies (the chart of
accounts) may be obtained from the State Board of Education,
Financial Outreach Services Division at 217/782-2491.

Corporate Personal Property Replacement Funds. Corporate

personal property replacement funds are collected and distrib-
uted by the Illinois Department of Revenue. Districts began
receiving payments of corporate personal property replace-
ment tax revenue in January 1980. Replacement revenues are
recorded as “Payments in Lieu of Taxes” - Revenue Account
Number 1230. The payment schedule for corporate personal
property replacement funds is eight payments per year. The
scheduled payment dates are:

January 20 July 20
March 20 August 20
April 20 October 20
May 20 December 20

Corporate personal property replacement tax (CPPRT) rev-
enues must be applied first to the Bond and Interest Fund (for
bonds issued prior to January 1, 1979) and second to the
Municipal Retirement/Social Security Fund to replace tax
revenues lost due to the abolition of the corporate personal
property tax. Since “Medicare Only” payments were not in
existence at that time, none of these taxes are required to be
allocated for the “Medicare Only” portion of the Social
Security payments. The bond and retirement lien percentages
of the personal property replacement tax are based on the 1978
taxyear collections of property taxes. Steps for computingthe
lien amounts for the Bond and Interest Fund and the Munici-
pal Retirement/Social Security Fund (MRF/SS) are as follows:

1. Amount needed* for Bond and Interest payments for
bonds issued prior to January 1, 1979, $ .

2. Amount needed* for Municipal Retirement/Social
Security Fund (MRF/SS) $ . .

3. 1978 Corporate Personal Property Tax Collections
Divided by 1978 Total Tax Collections = 0.xx

4. Line1xLine3 = Earmarked Bond and Interest Money

5. Line2xLine3 = Earmarked MRF/SS Money

* As shown in the current year’s budget
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After satisfying the liens for the Bond and Interest Fund and
the Municipal Retirement/Social Security Fund, the corpo-
rate personal property replacement tax revenue may be depos-
ited into any fund which receives taxes.

Tax Revenues. Upon receipt, tax revenues are to be prorated
according to the tax extension into the respective account and/
or fund. School districts receiving taxes under an accelerated
method of tax billing should use the prior year’s proration
schedule. If the district is informed of the actual proration
prior to July 1, then the district makes the necessary adjust-
ments. If the district does not know the proration by July 1,
the district auditor makes the necessary adjustments retroac-
tive to June 30.

The initial distribution of taxes shall not be regarded as being
only for one fund (the Educational Fund, forexample); it must
be prorated among all funds for which taxes were levied as
explained above.

Proceeds from Sale of Property. School boardsare required to
use the proceeds from the sale of school sites, buildings, or
other real estate to pay the principal and interest on any
outstanding bonds on the property being sold. An equal
amount of taxes levied for bond and interest payments must
then be abated. After all such bonds have been retired, the
remaining proceeds from the sale shall next be used by the
school board to meet any urgent district needs as determined
under Section 2-3.2 of the School Code (School building code)
and Section 17-2.11 of the School Code (fire prevention,
safety, and other specified purposes) and then may be utilized
for any other authorized purpose and may be deposited into
any district fund (Section 5-22 of the School Code). This
revenue is recorded in Revenue Account Number 7320, “Sales
of Buildings and Grounds.”

General State Aid. Section 18-8 of the School Code provides
that General State Aid monies may be recorded into any fund
from which the district is authorized to make expenditures.
The revenue is recorded in Account Number 3001. General
State Aid monies may not be recorded in the Working Cash
Fund, as no expenditures (only loans and transfers) are permit-
ted from the Working Cash Fund.

Supplementary State Aid. Supplementary state aid received
under the provisions of Sections 18-8(A){1) (m), 18-8(A)(5)(m),
18-8.2, 18-8.3, 18-8.4, or 18-8.5 of the School Code is recorded
asrevenuein any fund from which the district is authorized to
make expenditures. Forappropriateaccount numbers, see the
most recent version of the llinois Program Accounting Manual.

Such receipts (revenues) may not be recorded in the Working
Cash Fund.

Privilege Tax on Mobile Homes. The revenues from the
privilege tax on mobile homes are recorded in Revenue
Account Number 1210. These tax monies may be recorded in
any fund of the district.
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Impact Fees. Impact fees (also called development fees) are
charges assessed against new development that attempt to
cover the cost of providing services needed to serve the
development. Generally collected at the building permit
stage, impact fees are a relatively new source of revenue for
counties and municipalities that promote the use of impact
fees as a way for growth to “pay its own way.” By charging at
the beginning for these new services or infrastructure needs,
local officials believe this will help ensure that existing resi-
dents will not have to bear the new costs. Thelogic behind this
rationale is that existing residents havealready paid or commit-
ted to pay for existing services, and each new growth area
should help to pay for the new service needs it has specifically
created.

Voluntary impact fees have also been requested of developers
by municipalities and school districts. School districts should
record such impact fees in Revenue Account 1290, Other
Payments in Lieu of Taxes.

Capital Development Board Bond Funds. In the event that
school districts receive funds from the Capital Development
Board for the retirement of bonds, they are to record these
monies as follows:

1. Theprincipal amountisrecorded in the Bond and Interest
Fund underthe classification, Capital Development Board
Bond Principal, Revenue Account Number 3900.

2. The debt service interest amount is recorded in the Bond
and Interest Fund under the classification, Capital Devel-
opment Board Bond Interest, Revenue Account Number
3905.

Handling of Selected District Expenditures

School Reform Expenditures. Expenditures from school re-
form revenues are recorded under the appropriate functions,
i.e., the programs or areas for which the revenues are intended.
Refer to Chapter 3 of the Illinois Program A ccounting Manual for’
Local Education Agencies (PAM/LEA) to determine the cur-
rent functions. Examples of appropriate function numbers are

Function 1110, Elementary Instruction for the Reading
Improvement Program;

Function 1130, High School Instruction for Driver Education;

Function 1200 (series), Special Programs for Early Childhood,
Preschool, and Alternative Education Programs; and

Function 2210, Improvement of Instruction Services for any
programs related to improvement of instruction, such as the
costs of inservice programs.

Board Payment of Employee Share of Teacher Retirement. In
those instances wherelocal boards of education have agreed to

pay all or a portion of the employee contribution to the
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Teachers’ Retirement System, the payment should be coded as
an employee benefit (Object #2, Illinois Program Accounting
Manual for Local Education Agencies). Salaries are charged to
the appropriate function numbers (i.e., the function under
which the employees work). Employee benefits are also
charged to the appropriate function numbers.

Employee and employer contributions for early retirees must
bebased on the highest, rather than last, full-time annual salary
during the fiscal years which were considered in determining
the final rate of earnings. The employer pays any employer
contributions from the same fund which is used to pay
earnings to employees.

Unemployment Insurance. School districts have the option of.

electing a percentage contribution or a dollar-for-dollar reim-
bursement to the State Unemployment Insurance Program.
Federal program monies may be used for their proportionate
share of the contribution payment or toward building a
self-insurance reserve for making reimbursement payments.
Expenditures are charged to the same fund from which salaries

are paid. Districts should charge expenditures to Account -

Number 1-2310-380 in the Educational Fund; Account Num-
ber 2-2540-380 in the Operations and Maintenance Fund; and
Account Number 4-2550-380 in the Transportation Fund. If
more detailed cost allocation is desired, districts can distribute
the Educational Fund costs to the proper functions. School
districts may levy under tort immunity for unemployment
compensation insurance purposes.

Medicare-Only Payments. Some school employees who are
exempt from Social Security coverage (certified personnel
covered under the Teachers’ Retirement System) are covered
under Medicare-Only requirements. In these instances the
employer’s share of benefits (1.45 percent of all earnings for
calendar year 1994 and thereafter) is to be charged to the same
function or functions as the employee’s salary, Object Code
214. House Bill 2630 (Public Act 84-1472), effective January
23, 1987, authorized separate levies for Municipal Retirement
purposes and Social Security purposes (including Medicare
Only), effective with 1987 taxes payable in 1988.

Free Meals-Social Security Payments. The Social Security
Division of the State Employees’ Retirement System of Illi-
nois instructions concerning the wage status of meals or
lodging furnished employees are that meals furnished employ-
ees are not considered wages for social security if the meals are
furnished on the school premises and are furnished for the
convenience of the employer.

Shelterability of Board-Paid Teacher Retirement. The Inter-
nal Revenue Service has issued two general revenue rulings
under which a board of education may treat its contributions
to the State Teachers’ Retirement System (TRS) on behalf of
its employees as excludable from gross income for federal
income tax purposes. Under the rulings, board contributions
to TRS are treated as excludable from gross income if the
district’s plan meets the following two criteria:

Q
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® The board must specify that the contributions, although
designated as employee contributions, are being paid by
the board in lieu of contributions by the employee, and

* The employee must not be given the option of choosing
to receive the contributed amounts directly instead of
having them paid by the employer to the pension fund.

Public Treasurers’ Investment Pool -

Finding a suitable place for short-term investments of small
amounts of excess monies may be difficult for some school -
district treasurers. The Illinois Public Treasurers’ Investment
Pool (IPTIP) is designed to provide a convenient and economi-
cal means of investing short-term funds. The management and
operation of the pool under the supervision of the State
Treasurer is open to participation by local school districts and
other governmental units.

Other features of the pool include

* Liquidity. Deposits and withdrawals are made by. wire
transfer or check at the sole discretion of participating
treasurers with no prior notification to the Pool’s custo-
dian.

* Maximized Income. All income is computed and cred-
ited daily. Friday deposits into the Pool earn interest for
Friday, Saturday, and Sunday.

* Daily Valuation of Assets. All assets in the Pool are
valued daily in conformance with State statutes and
policies of the State Treasurer.

* No Minimums. There are no minimum deposit or
withdrawal levels. Participants maintain full control over
the flow of their assets.

* Fees. IPTIP pays all expenses relating to the operation of
the Pool from an administrative charge of .25 percent on
its assets while the Pool balance is over $500 million.
When the Pool balance falls below $500 million, the
administrative charge is increased to .27 percent.

* Check Writing. Upon the request of participating
treasurers, the custodian will establish checking accounts
for each IPTIP account opened. Public treasurers can use
their IPTIP checks to pay bills, meet employee payrolls,
or meet any other financial obligations.

As of November 30, 1996, 38 ROEs, 28 school district
treasurers (in Cook County), and two ISCs have funds re-
ceived for distribution to LEAs deposited directly into IPTIP
accounts. If an ROE were to have all of its districts in IPTIP
there would be an automatic flow-through of funds from the
ROE account to the districts’ accounts.
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To secure additional information on participation in IPTIP,
contact the Ilinois State Treasurer, State of Illinois Center,
100 West Randolph, Suite 15-600, Chicago, lllinois 60601. A
toll-free telephone number, 800/346-7414, is provided for the
convenience of public treasurers.

Illinois School District Liquid Asset Fund Plus

The Illinois School District Liquid Asset Fund--Plus
(ISDLAF +) is a comprehensive cash management service that
was created in 1984 by the Ilinois Association of School
Boards, the Illinois Association of School Administrators, and
theIllinois Association of School Business Officials. ISDLAF +
offersits participants two professionally managed portfolios—
the Liquid Series and the MAX Series—that provide competi-
tive money market rates. The Series’ rates are earned on the
pooled investments of participating public school and com-
munity college districts. Interest earnings are calculated daily
on every dollar in each Series and credited to each participant’s
account at the end of the month. Money is deposited by wire
transfer and can be withdrawn either by wire transfer (the
MAX Series has a minimum 30-day investment period) or in
the case of the Liquid Series, simply by writing a check. There
is no limit to the number of checks a district may write per
month or the amount of each check and no prior notification
is needed. Computerized or manual checks are available. The
underlying portfolios of investments are managed on a
day-to-day basis by a professional money manager, Cadre
Securities, Inc., Ronkonkoma, New York.

ISDLAF+ also provides a variety of fixed-rate/fixed-term
investment alternatives. These options include 1) $100,000
federally insured certificates of deposit (CDs); 2) U.S. Trea-
sury securities; 3) U.S. government agency securities and
securities of government sponsored entities; 4) commercial
paper; and 5) bankers’ acceptances.

In addition, ISDLAF + provides participating school districts
and community college districts with customized bond rein-
vestment programs complete with arbitrage calculations and
through its Managed Account Program (MAP) provides indi-
vidualized investment management which continually “fine
tunes” a district’s investment needs to meet projected cash
flow demands.

ISDLAF+ is governed by the participants who elect nine
Trustees who are school board members, superintendents,
school business managers/treasurers and chief financial offic-
ers of community colleges. The Trustees adopt policies that
provide for the day-to-day operation of the Fund and its
additional services and hire the professionals who deliver the
services. ISDLAF + programs are endorsed by IASB, Illinois
ASBO, and IASA. -

For further information about the operation and structure of
ISDLAF+ and the options and advantages provided, call or
write ISDLAF+, ¢/o Cadre Securities, Inc., Suite 266, 40

Shuman Boulevard, Naperville, Illinois 60563, 888/ISDLAFP.
Q
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State of Illinois Cooperative Purchasing
Program

The Governmental Joint Purchasing Law (30 ILCS 525/1 et
seq.) allows the cooperative purchasing of personal property,
supplies, and services by certain governmental units, including
school districts, underastate-organized program. Asamended
by Senate Bill 1944 (Public Act 87-960), effective August 28,
1992, the Law now permits any not-for-profit agency that
meets certain specified requirements to participate in this
program.

Joint purchasing generally reduces expenditures due to vol-
ume buying and reduced advertising costs. Along with actual
dollar savings, indirect savings must also be considered. Elimi-
nation of administrative duplication in processing requisi-
tions, evaluating bids, making awards and testing items is an
exampleofindirectsavings. It may not be practical to purchase
cooperatively all required items of a governmental unit, and
not all items are available through this program. Examples of
items which may be purchased cooperatively include light
bulbs, office supplies, maintenance and automotive supplies,
and school buses.

The joint purchasing program is administered by the Ilinois
Department of Central Management Services. Districts inter-
ested in the cooperative purchasing program should contact:

Joint Purchasing Coordinator

Procurement Services Division

Department of Central Management Services
801 Stratton Building '
Springfield, Tllinois 62706

217/785-7304

School District Contracts

All contracts awarded by school districts must be in compli-

ance with the provisions of Section 10-20.21 of the School
Code. This section requires all contracts in excess of $10,000
to be awarded to the lowest responsible bidder as determined
by the competitive bidding process, except for contracts
which are exempted from the competitive bidding require-
ment. Section 10-20.21 also contains requirements for sealed

bids, public bid openings, and advertisement and notice to
bidders.

Contracts must be issued to the lowest responsible bidder
“considering conformity with specifications, terms of deliv-
ery, quality and serviceability.” .

Fourteen specific types of contracts are exempted from the
requirements:

1. Contracts for the services of individuals possessing a high

degree of professional skill where the ability or fitness of
the individual plays an important part;
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2. Contracts for the printing of finance committee reports
and departmental reports;

3. Contracts for the printing or engraving of bonds, tax
warrants and other evidences of indebtedness;

4. Contracts forthe purchase of perishable foods and perish-
able beverages;

5. Contracts for materials and work which have been awarded
to the lowest responsible bidder after due advertisement,
but due to unforeseen revisions, not the fault of the
contractor for materials and work, must be revised caus-
ing expenditures not in excess of 10% of the contract price;

6. Contracts with the manufacturer or authorized service
agent for maintaining, servicing or providing repair parts
for equipment, where the provision of parts, mainte-
nance, or servicing can best be performed by the manufac-
turer or authorized service agent;

7. Purchases and contracts for the use, purchase, delivery,
movement or installation of data processing equipment,
software or services and telecommunications and inter-
connect equipment, software and services;

8. Contracts for duplicating machines and supplies;

9. Contracts for the purchase of natural gas where the cost
is less than that offered by a public utility;

10. Purchases of equipment previously owned by someentity

other than the district itself;

11. Contracts for repair, maintenance, remodeling, renova-

tion or construction of a single project involving an

expenditure not to exceed $20,000 and not involving a

change or increase in the size, type or extent of an existing

facility;

12. Contracts for goods or services procured from another

governmental agency;

13. Contracts for goods or services which are economically

procurable from only one source, such as for the purchase

of magazines, books, periodicals, pamphlets and reports

andfor utility services such as water, light, heat, telephone

or telegraph; and

14. Where funds are expended in an emergency and such

emergency expenditure is approved by 3/4 of the mem-

bers of the board.

Indirect Costs
Indirect costs (frequently called overhead costs in the private

sector) are costs of a general nature incurred for the benefit of
sevs.ral activities (programs, grants, or contracts). These are

widespread costs that cannot be readily identified with only
one activity, but that benefit several activities for a common
or joint purpose. Indirect costs include costs for supporting
services such as purchasing, budgeting, payroll, accounting,
data processing, and staff services. -

Direct costs are those costs that are readily and specifically
identified as costs for a particular activity and chargeable to a
certain area or program. Direct costs include salaries, em-
ployee benefits, and all other direct program cost expenses

(but exclude distorting expenses such as capital outlay and debt
retirement).

Rather than trying to allocate the various indirect costs to the
applicable programs, grants or contracts, an indirect cost rate
can be used to charge these general expenses to the various
activities. The indirect cost rate is the ratio of the district’s
total indirect costs to the total direct costs. This rate (com-
puted as a percentage) can then be used to determine the
indirect costs applicable to a particular program, grant or
contract.

There are two types of indirect cost rates-restricted and
unrestricted. Their uses are determined by applicable state or
federal law, but in general:

A restricted rate is applied to programs that only supplement -
and do not supplant or replace local efforts. This rate contains
indirect costs primarily related to administration and business.
support functions. Unrestricted rates apply to other federal
programs which do not contain supplanting assurances.

The amount of indirect costs to be borne by a program is
determined by multiplying the appropriate indirect cost rate
by the direct costs charged to the program.

Indirect cost rates must be calculated by the Hlinois State
Board of Education under United States Department of Edu-
cation (DOE) guidelines. The rate is based on.applicable
expenditures from the school districts’ Annual Financial
Report. Sample restricted and unrestricted indirect cost
computations are shown in Appendix H. Instructions are.
included in Appendix I.

Per Capita Tuition Charge and Operatiﬁg
Expense Statistics

The per capita tuition charge represents expenditures by alocal
district from funds received from local property taxes, Com-
mon School Fund monies, Education Assistance Fund mon-
ies, and federal impact aid plus allowances for depreciation.
This is the amount a district charges as tuition to nonresident
pupils. Section 18-3 and Section 10-20.12a of the School Code
define the procedures for computation of the per capita tuition
charge. It is computed by deducting revenues for State
categorical programs, local user fees, and federal receipts and
by adding a depreciation allowance to the allowable operating
expenses. A sample per capita tuition charge computation is
shown in Appendix J.
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The formula for computing the per capita tuition cost of

children attending special education classes in another district
(Section 14-7.01 of the School Code) provides that the net cost
of conducting and maintaining any special education facility
shall be divided by the average number of pupils in average
daily enrollment in lieu of average daily attendance.

The operating expense per pupil represents the total operating
cost of a local district except for non-regular K-12 program
expenses. Non-regular program expenses include those for
adult education, summer school, and capital expenditures.
The statistics are computed annually from information con-
tained in a district’s Annual Financial Report. Per pupil cost
is obtained by dividing the allowable expenditures by the
average daily attendance for the regular school year. A sample
of the operating expense per pupil computation is shown in
Appendix J. '

Table 6 in the Overview provides a five-year comparison of
average per Capita Tuition Charges and Operating Expenses
per Pupil by type of district and for Chicago School District
299. :

Business Official Certification

Section 10-22.23a of the School Code empowers school boards
to employ a chief school business official. Any chief school
business official first employed on or after July 1, 1977, is to
be certified under Section 21-7.1. Experience as a school
business official in an Illinois public school district prior to
July 1, 1977, is deemed the equivalent of certification.

Intermediate Service Centers

The 1985 school reform legislation authorized the establish-
ment of 18 Educational Service Centers to coordinate and
combine existing services including gifted education, com-
puter technology, mathematics, science and reading resources.
Senate Bill 937 (Public Act 88-89) provided that the 14 Educa-
tional Service Centers located outside Cook County were to
be disbanded in August 1995 and their responsibilities and
programs transferred to regional offices of education. The
Educational Service Center serving Chicago School District
299 was eliminated via the waiver process provided in Public
Act 89-3, effective February 27, 1995.

Educational Service Centers are now Intermediate Service
Centers.

For further information, contact the Regional Office of Edu-
cation Services Unit at 217/782-0342 in Springfield or at 312/
814-2222 in Chicago.

Vocational Education Regional Delivery
Systems

Sixty Vocational Education Regional Delivery Systems (Edu-
Q for Employment Regional Delivery Systems) have been
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established throughout the State. The fiscal years for these
systems is July 1 through June 30. They use joint agreement
budget forms (Form ISBE 50-34) and annual financial report
forms (Form ISBE 50-60).

Retention and Destruction of School Records

Under the authority of the Local Records Law (50 ILCS 205/
1etseq.), all local government agencies must make application
to the appropriate Local Records Commuission prior to the
destruction of any local government records. An Application
for Authority to Dispose of Local Records (Form LR 26.4 for
Cook County and Form RM/M RM-9 for all other counties)
is prepared for the agency by the staff of the State Archives and
submitted to the appropriate Commission for review. When
the application is approved, a minimum retention period will
belisted (under recommendations) for each record maintained
by the school district.

The Local Records Commission of Cook County meets the
second Tuesday of each month in Chicago in the County
Building, and the Local Records Commission meets the first
Tuesday of each month in Springfield in the State Archives
Building.

If a school district does not have an approved Application for
Authority to Dispose of Local Records or needs to add records
to its current application, the school district should contact
the Dlinois State Archives, Records Management Section,
Local Records Unit, State Archives Building, Springfield,
Tllinois 62756. School districts in Cook County may contact
the Local Records Unit at 217/782-7076, and school districts
in all other counties may contact the Local Records Unit-at
217/782-7075.

Illinois Local Records Act

The retention and destruction of all school records is governed
by the Local Records Act. The Local Records Commissions
do not publish retention schedules.- With the assistance of the
school district, field representatives of the Local Records Unit
conduct records inventories. After the inventory has been
completed, the field representative prepares the Application
for Authority to Dispose of Local Records and submits the
application to the Local Records Unit for review. Thestaff of
the Local Records Unit located in Springfield type the appli-
cations for both commissions.

Aftertheappropriate Local Records Commission has reviewed
the application, the school district will be notified of the
Commission’s decision. If the application is approved, a copy
is sent to the school district along with a blank Records
Disposal Certificate (Form LR-4.9) and an instruction sheet
for completing the disposal certificate.

The purpose of the Records Disposal Certificate is to request

the disposal of specific records for which a retention period
has been established in.the school district’s Application for
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Authority to Dispose of Local Records. Under the Lllinois
Administrative Code, school districts are required to submit
the Records Disposal Certificate sixty (60) days prior to the
proposed disposal date. The Disposal Certificate will be
reviewed to determine if the retention requirements of the
Application for Authority to Dispose of Local Records have
been met. After the disposal certificate has been reviewed in
Springfield, the school district will be sent a letter stating
whether all the records requested for disposal have been
approved for disposal. The disposal certificate will also be
reviewed by thelllinois Regional Archives Depository (IRAD)
Unit to determine if there are historical records listed on the
disposal certificate which the State Archives may be interested
in transferring to one of the IRAD depositories.

Microfilming

If original paper records are to be destroyed and/or if the
school district intends to use microfilms as substitutes for the
originals, an Application for Authority to Dispose of Local
Records must be secured from the appropriate Local Records
Commission.

If a school district intends to use microfilms as substitutes for

original records, the school district should contact the Local
Records Unit to obtain a copy of the rules and regulations of
the appropriate Local Records Commission regarding micro-
filming of records.

Optical Disk Technology

Neitherthe Local Records Commission, northe Local Records
Commission of Cook County, has promulgated any rules
concerning the use of optical disk technology. This position
will be reviewed after complete standards areset by ANSIand/
or the National Archives and Records Administration. Until
that time, paper records generated or received by local goverr.-
ment agencies in llinois (with a retention of more than ten
years) may not be disposed of before their retention periods
are complete unless they are converted into an archival micro-
film format.

However, records with a retention period of ten years or less
may be digitized and maintained in an optical format provid-
ing this action i1s noted on a Records Disposal Certificate filed
in the lllinois State Archives office before the original records
are disposed of.

It is also the opinion of the Assistant Director, Lllinois State
Archives that optical disk imaging can be used as a method to
create microforms. The microforms produced from com-
puter generated images or original documents may serve as
substitutes for the original documents as long as the film
conforms with the rules of the appropriate Local Records
Commission. Therefore, a school district may scan a docu-
ment with an optical character reader and produce micro-
forms from the electronic data base. The original record may
tl:gn be disposed of it the film meets the appropriate
ERIC
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Commission’s standards, and if the school district files a
“Disposal Certificate” with the Local Records Unit of the
{linois State Archives.

E-mail

It should also be noted that information received or created in
E-mail systems has the same retention requirement as identical
information stored in a different record format.

Statutory Retentions and Student Records

The Attorney General of lllinois issued an opinion (File No.
83-018) on October 7, 1983, stating in part “...before destroy:
ing any temporary or permanent student record, or informa-
tion contained therein, the school district must obtain the
written approval of the appropriate local records commission
before destroying or otherwise disposing of such records.”

The retention periods approved by the Local Records Com-
mission reflect provisions of any applicable laws including the
Student Records Act.

" All questions concerning the Local Records Act should be

directed to the llinois State Archives, Local Records Unit, M. .
C. Norton Building, Floor 1E, Springfield, Illinois 62756,
217/782-1082.

Prevailing Wages

The Prevailing Wage Law (820 ILCS 130/1 et seq) requires
each public body, during the month of June of each calendar
year, to investigate and ascertain the prevailing rate of wages
as defined in the Law and publicly post or keep it available for
inspection by any interested party. The public officials can
conduct their own investigation, or they can request the
Ilinois Department of Labor to determine the wage rates.

The Department of Labor keeps a current list of the different
classes of workers’ crafts along with overtime rates and fringe
benefits for each of the 102 counties of the state. This
information is available to a public body or any interested
citizen upon request.

After the public body passes an ordinance or resolution
establishing the prevailing rates for its area, it shall promptly
file a certified copy with the Secretary of State at Springfield.
Within thirty (30) days after filing with the Secretary of State,
the public body must publish in a newspaper of general
circulation within the area a notice of its determination. Such
public body shall specify in the resolution or ordinance and in
the call for bids for the contract that the general prevailing
rates of wages in the locality shall be paid for each craft ortype
of workman or mechanic needed to execute the contract or
perform such work. The public body awarding the contract °
shall cause to be inserted in the contract a stipulation to the
effect that no less than the prevailing rates of wages, as found
by the public body or Department of Labor or determined by
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the court on review, shall be paid o alllaborers, workmen, and
mechanics performing work on contract. It shall also require
in all such contractor’s bonds that the contractor include such
provisions as will guarantee the faithful performance of such
prevailing wage clause as provided in the contract.

All bid specifications must contain a list of the most current
prevailing wage rates for the county in which the work isto be
performed. If the Department of Labor revises the prevailing
rate of wages, the revised rates shall apply to the contract. The
School District is responsible for notifying each of its contrac-
tors and subcontractors about the revised rate.

The Department of Labor will assist school district officials in
establishing the proper prevailing rates within their areas. The
prevailing wage determination may be obtained without
charge by writing the Conciliation and Mediation Division,
linois Department of Labor, One West Old State Capitol
Plaza, Room 300, Springfield, lllinois 62701. On request,
school districts will be placed on a mailing list to receive
updated information.

The Department will review compliance of each public body
with the time requirements and other provisions of this law.
Any public body which is not in compliance may be subject
to enforcement action by the Department as allowed in the
Act.

A “Model Resolution” that can be used in the determination
of prevailing wages was included in Informational Bulletin
93-1, August, 1992.

Compliance with the Illinois Prevailing Wage Law is not a
substitute for compliance with the federal requirements for
prevailing wage determinations under the Davis-Bacon Act
(40 U.S.C.A. 276a), as applied 1o education programs involv-
ing federal funds under the General Education Provisions Act
(20 U.S.C.A. 1232b). When federal funds are involved, the
prevailing wage used is that wage determined by the U.S.
Department of Labor, which at any point in time may not be
the same as the lllinois Department of Labor determination,
since IDOL and USDOL may not survey at the same times,
may survey differently, or may use different adjustment
factors.

TheIllinois Prevailing Wage Law applies to all covered projects
under the control of the school district regardless of the source
of funds (private funds, foundation funds, etc.). If federal
funds are to be used, a resolution different from the form in
Informational Bulletin 93-1 adopting the USDOL prevailing
wage will be required to maintain compliance with the Illinois
Prevailing Wage Act.

Tax-Exempt Foundations

Section 2-3.74 of the School Code requires the State Board of
Education to disseminate to all school boards and superinten-
dents of schools information concerning the procedures gov-
erning the creation of tax-exempt foundations qualified to
receive gifts, donations, bequests and other contributions for
rhi n<e and benefit of school districts of the State.
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In compliance with this mandate, the legal advisor to the State
Board of Education issued a memorandum to regional super-
intendents of schools, boards of education and school district
superintendents on July 13, 1987, on “Procedures Governing
the Creation of Tax-Exempt Foundations.”

A primary purpose for creating a tax-exempt foundation is to
solicit contributions from individuals or corporations, with
the intent of applying funds raised toward supplementing the
educational programs of a district. The advantages are that
contributors may treat the contribution to the foundation as
a tax-deductible charitable donation and that the foundation
pays no federal or state income tax on the contribution. To
achieve this status, however, schools must contact both the
Federal Internal Revenue Service and the lllinois Department
of Revenue to obtain and submit the necessary forms. If the
foundation isto beincorporated, it will be necessary to contact
the Secretary of State’s office to file articles of incorporation.
Whether it is incorporated or not, a foundation must be
registered with the Attorney General’s office in compliance
with the Charitable Trust Act and the Charitable Solicitation
Act.

The creation of a tax-exempt foundation for educational
purposes has certain advantages. Great care and attention
must be given to the intricacies involved in the formation and
maintenance of a tax-exempt foundation. The advice of an
attorney, accountant or other qualified person knowledgeable
in these complicated procedures should be sought before
establishing a tax-exempt foundation.

National Association for the Exchange of
Industrial Resources (NAEIR)

Educators can receive free information on a nonprofit pro-
gram that has provided over $500 million worth of donated
supplies to American schools and charities since 1977. These
brand new products are contributed by U.S. corporations,
who earn a federal income tax deduction for donating. Avail-
able supplies include office products, computer software, toys
and games, clothing, tools, janitorial supplies, paper products,
seasonal decorations, and personal care items. Recipient
groups pay $645 annual dues, plus shipping and handling
charges, but the products themselves are free. The program
administrator says schools average $7,000 worth of new mer-
chandise a year, choosing what they need from 300-page
catalogs issued every ten weeks. A moneyback guarantee
covers all first year participants. Fora free educator’s informa-
tion kit, phone the nonprofit National Association for the
Exchange of Industrial Resources, Galesburg, Illinois, at 800/
562-0955 or fax your request to 309/343-0862.

Accounting and Finance Information
Additional information concerning accounting, finance, bud-
geting and indebtedness provisions for Illinois school districts

can be obtained from the Financial Outreach Services Divi-
sion, Center for Fiscal and Shared Services at 217/782-2491.

93



PART VI
School Finance and Emerging Issues

Monitoring Financially Troubled School
Districts

State Board Policy On Financial Review

The State Board adopted the following policy in January 1996
which called for an expansion of existing financial review
activities and established parameters to foster continuous
improvement:

The State Board of Education believes that its responsibility for
ensuring the fiscal accountability of local school districts in Illinois
requires both technical assistance for school districts which are
experiencing financial difficulties and formal intervention when
those difficulties reach an unacceptable level.

To meet this responsibility, the State Board will expand its current
financial oversight activities into a “financial review system”®
which is responsive to the needs and. problems of all Illinois
districts.

This system will include:
(1) Clearly defined criteria for determining zbe seriousness of a
district’s financial difficulties;

(2) Continuous monitoring of the financial condition of all
school districts, with quarterly updates of changes;

(3) The provision of technical assistance and support to those
districts which demonstrate conditions which make them at
risk o, in financial difficulty; and

(4) The identification of districts which are in serious financial
Jeopardy as either on the “financial watch list” or in need of
certification as “in financial difficulty” as provided in Sec-
tion 1A-8 of the School Code.

Thecriteria for determination of actual or potential difficulty will
include both the district’s operating funds balance and its long-
term debt, using ratios to be established by the state education
agency and made widely known to local school districts.

Current Practice

For nearly a decade, the State Board of Education has relied
upon a recognized two-tiered approach of financial monitor-
ing in assisting school districts with their efforts to avoid
financial crisis and to fulfill the legislative intent of assuring
financial continuity of all schools. The Financial Watch List
(FWL) was implemented in 1988 to alert school district
officials of potential emerging financial difficulty. The second

and more serious assessment is the process of certifying school
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districts as being “in financial difficulty” pursuant to Section
1A-8 of the School Code. The public attention surrounding
the annual release of the FWL and certification of school
districts has served as a constant reminder of the financial
limitations placed upon public education.

The FWL has been grounded over the years on a single
measure of financial health, i.e., a ratio of year-¢nd operating

- fund balances to the annual revenue in the operating funds.
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Currently, school districts in Illinois are placed on the FWL if
the sum of their yearend fund balances in the four major
operating funds—Educational, Operations and Maintenance,
Transportation, and Working Cash—equals five percent or
less of the sum of the year’s revenues in the operating funds.
This ratio provides an index of a school district’s cumulative
surplus or deficit. A positive value .indicates a cumulative
surplus, while a negative value indicates a cumulative deficit.

Financial Assurance And Accountability: A
System Of Collaboration, Connectivity, And
Continuous Improvement

Collaboration

Since January 1996, ISBE staff have consulted with local
school district officials as well as representative groups such as
the lllinois Financial Advisory Committee (IFAC), Education
* Research - Development (ED-RED), Large Unit District
Association (LUDA), and South Cook Organization for
Public Education (SCOPE) to study the problems inherent in
the current financial oversight activities conducted by ISBE.
As a result of these collaborative efforts several areas for
improvement have been identified. Two of the more signifi-
cant recommendations are: (1) Expanding the current finan-
cial oversight activities by adding two recognition categories
as depicted in the following comparison, and (2) Referring to
the new processas the Financial Assuranceand Accountability
System (FAAS) and building upon a balanced strategy for
identification and outreach. The FWL and Financial Certifi-
cation activities would be continued with some modifications.

Comparison Of Systems

Financial Financial Assurance and
Monitoring System Accountability System
(Current) (Proposed)

¢ No Category

® No Category

¢ Financial “Wartch List”

¢ Financial “Centification”
* Financial Oversight Panel

Financial Recognition
Financial Technical Assistance
Financial “Watch List” (revised)
Financial “Certification”
Financial Oversight Panel

Theexpanded FAAS shouldbe considereda “work in progress,”

34



requiring further input, development and refinement. How-
ever, it will begin to provide a critical framework for system-
atic financial analysis, review and monitoring of all school
districts in Illinois. It will also begin to lay a foundation that
will address accountability provisions of local school districts
from a financial planning and reporting perspective and also
complement the ISBE initiative to reform its Quality Review
and Accountability Process. By adding two new bands (e.g.,
Financial Recognition and Technical Assistance) to the exist-
ing financial analysis activities (e.g., Financial Watch List,
Financial Certification, and Financial Oversight Panel) ISBE
has begun to address the concerns of local school district
officials. Specifically, the enhanced system will:

1. 'Respond to the needs and problems of all school districts
in Illinois, not just those in serious financial jeopardy,

with a focus on financial strengths versus financial weak- -

nesses;

2. Incorporate a methodology to define additional criteria
for determining the seriousness of a district’s financial

difficulty;

3. Expand the role of ISBE in providing continuous moni-
toring and technical assistance outreach and services; and

4. Build on the foundation of the publicly recognized FWL
and reinforce the importance of the Financial Certifica-
tion process up to and including the appointment of a
Financial Oversight Panel.

Predetermined criteria will be clearly articulated for each band
of the enhanced FAAS system. There will be continued
reliance on AFRs as submitted by local school districts. A
timely analysis will be conducted to identify which band best
defines the financial status of each and every school district in
the state. The following Overview demonstrates the progres-
sive identification of school districts’ financial status in Illinois
with a desire to-maximize the number of school districts in the
most outer band of Financial Recognition.

Financial Assurance And Accountability System Overview

Financial Recognition

Financial Technical

Assistance

Financial Watch List
Financial Certification

Financial Oversight
Panel

e

Financial Recognition: Meetsall criteriaidentified for
aschool district to be considered financially solvent and
does not require active monitoring by ISBE.

Financial Technical Assistance: Does not meet all
criteria considered essential for a school district to be
financially solvent. Steps will be taken to assure district
awareness of identified deficient factors, which may
eventually lead to a school district’s inclusion on the

Financial Watch List. '

Financial Watch List: Modify the historical (5%)
funds balance ratio threshold by identifying only those
school districts which havea negative fund balanceand/
or meet any one of the three criteria for certification
pursuant to Section 1A-8 of the School Code.

Financial Certification: Assess all school districts on
the FWL who qualify pursuant to Section 1A-8 of the
School Code for certification as being in Financial
Difficulty. Recommendations will be forwarded to the
State Superintendent for consideration of those school
districts which should be proposed for certification by
the State Board of Education.

Financial Oversight Panel: Asprovided by Article 1B
of the School Code, staff will stay in constant contact
with each school district certified as being in financial
difficulty. Recommendations for Financial Oversight
Panels will be dependent on the desire of a school
district to petition for Emergency Financial Assistance
or if it does not maintain compliance with its approved
plan.

Connectivity

Anothersignificant recommendation that emerged from
the review of current financial review activities is the
need to develop internal capacity to provide necessary
technical assistance to all school districts, but primarily
to those on the FWL or under Financial Technical
Assistance. To this end, the following technical assis-
tance activities and services have been identified as a
preliminary effort to assist local school districts in
improving their short- and long-range financial man-
agement circumstances.

ISBE Technical
Assistance Activities
and Services

Financial Assurance
and Accountability
System Bands

Identify/promote best
and innovative practices
andencourage collabora-
tive efforts on a regional
basis.

Financial Recognition

Financial Technical Assistance Technical assistance will
be provided by ISBE staff
based on the following:



1. The school district’s indepen-
dent audit reviews

¢ Annual Financial Report

® Federal “Single Audit” |

Compliance Report
© Management Letters

2. Comprehensive Financial
Profile with 3-5 year trend
analysis

3. Comprehensive checklist (e.g.
facilities, etc.)

Financial “Watch List” - Increased focus-on those school
districts which are deficit
financing. Assign staff to conduct
comprehensive analysisof district
finances (e.g., cash flow position,
adopted budget, supporting
financial management systems,
etc.).

Financial “Certification” Continue to certify pursuant to

Section 1A-8 of the School Code.

Assign staff to ensure school
districts develop and adhere to
an approved multi-year financial
plan. Provide periodic
accountability reports to ISBE.

Continue to appoint Oversight
Panels as required pursuant to
Article 1B of the School Code.
Staff will ensure accountability
with all provisions of the statutes.

Financial Oversight Panel

Continuous Improvement

Additional recommendations have been developed over the
past several months to address specific concerns identified by
the State Board and various constituent groups. While these

concerns warranted careful consideration, it is important to
~ notethat they can be addressed by modifying existing financial
analysis activities. The following is a list of deficiencies and
improvements that have been identified:

Deficiencies Improvements

Tax Cap Impact Include IMRF/Social Security
Fund with the four other operat-
ing funds (Educational, Opera-
tions and Maintenance, Trans-
portation, Working Cash) for
calculation of amore progressive
operating funds ratio. Will con-
sider incorporating additional
funds following further analysis.
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Cash vs. GAAP Accounting

Lapse of Timely Reporting

Lack of Rationale
for Inclusion on FWL

Lack of Long
Term Debt Analysis

Untimely Identification
of Financially Troubled .
School Districts

Compute school district’s oper-
ating funds ratio using either basis
(depending on filing of AFR) for
inclusion on or exclusion from

FWL.

Identify school districts on FWL
that have not submitted their
Annual Financial Reports by no
later than January 1. (Due date
from Regional Superintendents
to ISBE is November 15.)

Provide descriptive identifica-
tion for school districts’ inclu-
sion on FWL.

Modify Annual Financial
Report for specific identifi-
cation of operating bond

indebtedness. (This will not
require additional reporting.)

Permit school districts the
optionto petition for inclusion
on FWL.

The major intent of the FAAS is to eliminate any stigma that
was attached to the traditional Financial Watch List process
and buildonaprocess of collaboration and trust between ISBE
and all school districts. The FAAS will expand, yet focus,
financial information and technical resources available within
ISBE. A more comprehensive and timely analysis will en-
hance the credibility of the entire process to create a “value
added” process once technical assistance activities and services
are provided.

Summary Of Recommendations/Timeline

1997

* Expand current financial oversight activities into a five-
band system of Financial Assurance and Accountability to
address financial abilities of all school districts:

Financial Recognition
Financial Technical Assistance
Financial Watch List
Financial Certification
Financial Oversight Panel

® Strengthen Technical Assistance activities and services
provided:

Build upon existing data resources (e.g. State/Federal
Audit Report, Annual Financial Report, Fall Housing
Report, etc.) to develop a comprehensive Financial
Technical Assistance process for local school districts.
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Develop capacity for delivery of technical assistance to
school districts identified in the Financial Technical
Assistance band.

Pilot the Financial Technical Assistance process with
a limited number of school districts.

¢ Release a Financial Watch List January 1997 with the
following changes:

Revise the funds balance ratio for the FWL to a deficit
calculation threshold. This will shift the ratio from
+5% to <0%.

Compute the Fund Balance Ratio using a Cash or
GAAP Accounting method as submitted by the local
school district for consideration of inclusion on FWL.

Include the IMRF/Social Security Fund in the operat-
ing fund balance ratio calculation.

Provide school districts the opportunity to petition
forinclusion onthe FWL based onlocal financial needs
assessment.

Modify existing format of the FWL to identify criteria
for inclusion of school districts on the FWL.

[as
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Informlocal school district officials that the following new
criteria will be added to the FWL.

When school districts do not submit their Annual

Financial Reports on a timely manner, (e.g., not by
January 1) they will be included on the FWL and noted
for untimely submission.

® Reformat the 1998 Annual Financial Report to include
confirmation of a school district’s Operating bond issues
separate from other bonded indebtedness. Incorporate
this bond analysis into the overall FAAS process.

Financial Watch Not Caused by
Mismanagement

The Illinois districts exhibiting financial difficulty, generally
speaking, have problems attributable to static or declining
local property values, unpredictable and insufficient state
financial support, and an unwillingness on the part of local
taxpayers to support local tax increases. A wide range of
short-term financing mechanisms, readily accessible to most
districts, serve to encourage districts to borrow in hopes of a
brighter revenue picture.

In general, districts with financial difficulties have developed
problems over a number of years, not in a single year. Most
such districts have spent with restraint, but have spent more
than the revenues available. Deficit budgets are neither illegal
nor unexpected and will likely be experienced, at least periodi-
cally, by even the most well-managed school district.
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Though perhaps guilty of too much faith in the future, school
districts generally have been both cost- and quality-conscious.
Districts have attempted to maintain program quality at the
expense of balancing the budget and in hopes that the revenue
picture in the future would be brighter. As the short-term
indebtedness of a district grows, however, expenditure adjust-
ments become inevitable.

Financially Distressed School Districts

Senate Bill 1324, Public Act 88-641, effective September 9,
1994, provided for the certification of a school district by the
State Board of Education as a “financially distressed district.”
The Act amended Section 19-1and added Section 19-1.5to the
School Code.

If a school district requests certification as a “financially
distressed district” and meets the criteria in Section 19-1.5 of
the School Code, the State Board of Education “...shall certify
the district as a financially distressed district ...”

Criteria in Section 19-1.5 of the School Code:

* A school district levies its taxes for educational and
operations and maintenance purposes at the maximum
rates authorized with voter approval, or

® Files a petition for certification pursuant to resolution of
the school board and

The voters of the school district at the most recent
regularly scheduled election have defeated a proposi-
tion to increase the tax rate for the tax levied for
educational purposes.

The total aggregate indebtedness of the school dis-
trict, at the time the petition isfiled, equals or exceeds
the debt limitation applicable to the district under
subsection (a) of Section 19-1 (including, but not
limited to, working cash fund, funding, and tort

liability bonds).

The amount of General State Aid distributed to the
school district (Section 18-8 of the School Code) for
the school year immediately preceding the year in
which the petition is filed is at least 20 percent less
than the amount distributed for the school year four
years prior to the year in which the petition is filed.

The school board has levied its taxes for educational,
operations and maintenance, and transportation pur-
poses for each of the prior five school years at the
maximum rate authorized by statute or by referen-
dum to levy those taxes for those school years.

If aschool district is certified as a financially distressed district,

its debt limitation isincreased by the lesser of $5,000,000 or 1.5
percent of the value of the property within the district.
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The amount of working cash fund bonds (and the maximum
amount that can be in the working cash fund) of such a district
is increased from 85 percent of the taxes, permitted to be levied
for the current year for educational purposes plus 85 percent
of the last known entitlement of corporate personal property
replacement taxes to 125 percent of each of these factors.

Bloom Township High School District 206 was certified by
the State Board of Education as financially distressed on
September 22, 1994.

Information/Questions

Questions concerning the financial monitoring efforts of the
State Board can be directed to the Financial Outreach Services
Division; Center for Fiscaland Shared Servicesat 217/782-2491.

Short-Term Debt

Table 11 provides a summary of the use of short-term debt by
school districts from 1990-91 through 1994-95. The number
of districts issuing short-term debt increased in 1991-92 and
decreased in 1992-93, 1993-94 and 1994-95. The amount of
short-term debt issued increased to $141,683,135 in 1991-92
(+6.94%), $180,347,449 in 1992-93 (+27.29%), and
$194,204,584. in 1993-94 (+7:69%) and decreased to
$193,053,623 in 1994-95 (-0.59%).

Illinois Financial Advisory Committee

More adequate school financing and improved school district
financial management are two of the specific goals of the
Nlinois State Board of Education. One of the advisory
committees appointed by the State Superintendent of Educa-
tion to deal with and assist in fulfilling these goalsis the Illinois
Financial Advisory Committee.

This committee has been charged with improving school
district financial procedures and reviewing proposed and
existing legislation affecting school district financial affairs.
Section 2-3.27 of the School Code requires the Illinois State
Board of Education to formulate and approve forms, proce-
dures and regulations for school district accounts and budgets;
to advise and assist the officers of any district in respect to
budgeting and accounting practices; and to confer with vari-
ous district, region, and State officials. The Illinois Financial
Advisory Committee functions to aid the Illinois State Board
of Education in achieving these goals.

The Illinois Financial Advisory Committee was formerly
called the Illinois Financial Accounting Committee.

Mission Statement

The State Board of Education is striving for an equitable
distribution of resources to Illinois public schools to provide
adequate support for high-quality educational programs.
Efforts are being made to improve the management of the
public schools at the state and local levels. In connection

therewith, and in accordance with the goals adopted by the
Q
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Illinois State Board of Education, “World-class Education for
the 21st Century,” the Illinois Financial Advisory Committee
provides assistance to the State Superintendent of Education.

The Illinois Financial Advisory Committee shall endeavor to
improve the efficiency and effectiveness of school business
management at the state and local levels through various
means such as position papers, research and analysis, resolu-
tions, and general and specific recommendations. The Com-
mittee shall review and propose legislation dealing with school
finance and school business management practices.

TheIllinois Financial Advisory Committee adopts as its goals:

* Participating in the professional development of school
administrators charged with the responsibility of manag-
ing the financial affairs of school districts.

®  Advisingthe Center for Fiscal and Shared Services, Illinois
State Board of Education, of problems related to school
finance--budgeting, accounting, financial reporting,
administrative applications of technology, business
management, and legislation needing clarification or study.

* Providing opportunities for accountants, attorneys,
auditors, professors, school administrators, township
treasurers, and State government personnel to discuss
school financial management issues.

The committee shall adopt annually an agenda developed by
the Executive Committee which will be presented to the State
Superintendent of Education. Concluding each committee
year, the Executive Committee shall report the activities of
that year to the State Superintendent of Education.

Fiscal Year 1997 Issues

Issues selected for study by the Illinois Financial Advisory
Committee for Fiscal Year 1997:

1. Enhancement of Financial Monitoring Efforts
® Financial Warch List
2. Structure/Infrastructure

* Capital assistance program (CAP) for school construc-
tion and technological assistance.

3. Services

¢ Enhance the electronic flow of information.
* Provide business, accounting, and financial manage-
ment technical assistance.

Dr. Ann Duncan, Superintendent, Carlyle Community Unit
School District 1 is the committee chairperson. Dr. James C.
Baiter, Assistant Superintendent, Alton Community Unit
School District 1 is the vice chairperson. Dr. Louis D. Audi,
Principal Fiscal Consultant, Financial Outreach Services
Division, Illinois State Board of Education, is the committee
secretary.
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TABLE 11

Debt
Instrument Issued

Tax Anticipation Warrants
No. of Districts
Amount .

Tax Anticipation Notes
No. of Districts
Amount

Teachers’ Orders
No. of Districts
Amount

General State Aid _
Anticipation Certificates

No. of Districts

Amount. -

Corporate Personal
Property Replacement -
Tax Notes

No. of Districts

Amount

All Short-Term

Debt Instruments
No. of Districts®
Amount

Summary of School District Short-Term Debt

1990-91

151
$70,999,477

33
$49,611,180

14

$11,881,241 -

198

$132,491,898

199192

170
$114,435,074

15

$15,226,700 .

- 14
$7,560,361

3
-$4,461,000

202
-$141,683,135

- 1992-93

151

$135,261,746

13
$18,882,006

.18
$25,969,714

4
'$233,983

186
$180,347,449

1994-95

107
$157,699,328

10
$12,884,000

13
$18,330,011

5
$5,294,245

152
$194,204,584

1993-94

124
$167,874,789

4
$10,350,000

7
$11,323,234

3
$3,505,600

121
$193,053,623

*Some districts are counted more than once if they have used 2 or more forms of short-term debt instruments.
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Illinois Pupil Transportatlon Advisory
Committee

The Illinois Pupil Transportation Advisory Committee has
been charged with reviewing all aspects of pupil transporta-
tion and recommending changes to the Illinois State Board of
Education.

- The committee has recommended a completely revised pupil
transportation reimbursement formula which would have a
uniform system of reimbursements for all types of pupil
transportation.and would include reimbursement for activi-
ties (such as field trips) which are not currently reimbursable.

The committee hasbeen cooperating with the Illinois Depart-
ment of Transportation on changes in the Serious Safety
Hazards Approval Criteriaand with the office of the Secretary
. of State on the transfer of responsibility for issuing school bus
driver permits. (Senate Bill 1732, Public Act 88-612 effective
July 1, 1995).

The committee has also been reviewing the effects the Clean
Air Act Amendment of 1990 may have on pupil transporta-
tion operations and updating ISBE Rules and Regulations on
bus driver training and instructor training. :

Membership of the committee includes regional superinten- .

dents or assistant superintendents from each of the six ESR
Areas; representatives from Chicago School Pistrict 299, the
Office of the Secretary of State, the Illinois State Police, the
Illinois Department of Transportation, the Illinois State Board
of Education, the Illinois Association for Pupil Transporta-
tion, the Illinois Association of School Business Officials, and
the Illinois School Transportation Association; a school dis-
trict superintendent; and a representative from school trans-
portation contractors.

Thechairperson is Peter J. Grandolfo, Transportation Special-
ist, Chicago Public Schools. The vice chairperson is Larry F.
Wort, Chief, Bureau of Safety Programs, Illinois Department
of Transportation.

Illinois State Superintendent:of Education’s
Advisory Board for School Safety

The Advisory Board for School Safety provides assistance to
theState Superintendent of Education in the administration of
the Health/Life Safety Code for Public Schools. The board
members review the Code periodically and recommend changes
when needed to update the Code.

The board mcludes representatives of the State Superinten-
dent of Education, the State Fire Marshal, the Director of the
Department of Public Health, the Director of the Capital
Development Board; representatives of the Illinois Associa-
tion of School Boards, the Illinois Association of School
Business Officials, the Illinois Fire Inspectors Association, the
Illinois Association of School Administrators, the Illinois
Association of Regional Superintendents of Schools, the Illi-
nois Farm Bureau, and universities; design engiheers; school

district engineers; architects; and professional engineers.
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APPENDIX B
GLOSSARY

ALTERNATE BONDS: Bonds which may be issued pursu-
ant to the Local Government Debt Reform Act and other
applicable law(s) whenever a district has a lawfully available
revenue source sufficient to provide in each year an amount
not less than 1.25 times the debt service requirement on any

. outstanding alternate bonds payable from such revenuesource.
The revenue source must be pledged to the payment of the
alternate bonds and the district must covenant to provide for,
collect and apply the revenue source to the payment of the
bonds plus an additional .25 times the debt service amount.
The issuance of alternate bonds is subject to a backdoor
referendum.

ASSESSED VALUE: The value placed on property for tax
purposes and used as abasis for division of the tax burden. This
amount is subject to the State-issued equalization factor and
the deduction of the homestead exemptions.

AVERAGE DAILY ATTENDANCE (ADA): The aggre-
gate number of pupil days in attendance divided by the
number of days in the regular school session. A pupil who
attends school for five or more clock hours while school is in
session constitutes one pupil day of attendance. The best three
months average daily attendance of the prior year is used in
calculating General State Aid for the current year.

BOND: A written promise, signed by the president and clerk
or secretary of the board, to pay a specified sum of money (the
face value) at a fixed time in the future (the date of maturity)
and at a fixed rate of interest.

BONDING POWER REMAINING: The difference be-
tween the statutory debt limitation (6.9 percent of equalized
assessed valuation in dual districts and 13.8 percent in unit
districts) and the amount of bonds outstanding, The statutory
debt limitation may be 15 percent when certain requirements
are met (Section 19-1, the School Code). Special debt limita-
tions in excess of the statutory limitations are sometimes
established by law for districts which meet specific require-
ments.

BUILDING BONDS: Bonds sold for the purpose of acquir-
ing or constructing school buildings and/or sites for school

buildings.

CAPITAL DEVELOPMENT BOARD: The state agency
responsible for developing school sites, buildings, and equip-
ment to meet the needs of school districts unable to provide
such facilities because of lack of funds and constitutional
bonding limitations. The board also approves funds for area
vocational centers and administers school facilities legislation
in cooperation with the Illinois State Board of Education. The
State Board of Education can receive and approve school
construction project grants. The State Board of Education
o )
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establishes eligibility standards and the priority needs stan-
dards and notifies the Capital Development Board of ap-
proved construction projects. The State Board of Education
is empowered to issue grant entitlements to school districts,
subject to appropriations for such purposes.

CAPITALOUTLAY: Expenditures for infrastructure, build-
ings,.and equipment.

CATEGORICAL AID: Money from the state or federal
government that is allocated to local school districts for
children with special needs or for special programs.

CERTIFICATES OF PARTICIPATION (“COPS”): A
relatively new form of financing school construction. Section
10-22.12 of the School Code authorizes districts to lease, for a
period not exceeding 99 years, any building, rooms, grounds
and appurtenances to be used by the district for the use of
schools or for school administration purposes. A school
district enters into such a lease agreement (usually with alocal
bank) for a building that has not yet been built: The bank
issues Certificates of Participation to investors to acquire the
funds to purchase property, build and equip a building, etc.
The lease payments made by the district are used to pay
interest on and retire the principal of the “COPS.”

COLLAR COUNTIES: The five counties which border on
Cook County—DuPage, Kane, Lake, McHenry, and Will
Counties.

COMMON SCHOOL: A term used interchangeably with

“local education agency,” “local school district,” and “public
school.”

COMPARABILITY: Equalization of services funded by
state and local resources in Chapter 1 and non-Chapter 1

attendance centers (“comparability”) must be attained before
ESEA, Chapter 1 funds can be authorized.

CORPORATE PERSONAL PROPERTY REPLACE-
MENT TAXES: A state tax on the net income of corpora-
tions, partnerships and trusts and an invested capital tax on
uulities were enacted in 1979 to replace the local tax on the
assessed value of corporate personal property. These are taxes
paid in lieu of taxes paid on 1978 and prior years’ Corporate
Personal Property assessed valuation.

DEBT SERVICE: Expenditures made for principal and

interest payments on long-term and short-term debt during
the fiscal year. '

DEBT SERVICE EXTENSION BASE (DSEB): For dis-
tricts subject to the provisions of the Property Tax Extension
Limitation Law (PTELL), the DSEB is the portion of the
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district’s property tax extension for the payment of principal
and interest on the district’s non-referendum bonds, not
including alternate bonds or bonds issued to refund or con-
tinue to refund bonds that were initially issued pursuant to
referendum, for the levy year in which the referendum was
held which made the PTELL applicable to the district. For
districts in Cook and the Collar Counties, 1994 tax extensions
(extended, collected, and distributed in 1995) for such bonds
constitute the DSEB. A taxing district with no DSEB or a
small DSEB is authorized to create or increase its DSEB
pursuant to referendum.

DUAL SCHOOL SYSTEM: The situation in which a
separate elementary district (grades pre-K-8) and a high school
district (grades 9-12) serve the same geographic area.

EFFORT: See TAX EFFORT.

EQUALIZATION: Theapplication of auniform percentage
increase or decrease to assessed values of various areas or classes
of property to bring assessment levels, on the average, to a
uniform level of market value.

EQUALIZATION FACTOR (State multiplier): The fac-
tor that must be applied to local assessments to bring about the
percentage increase or decrease that will result in an equalized
assessed valuation equal to one-third of the market value of
taxable property in ajurisdiction (other than farm acreage and
buildings and other than coal rights).

EQUALIZED ASSESSED VALUE: The assessed value
multiplied by the State equalization factor; this gives the value
of the property upon which the tax rate is calculated after
deducting homestead exemptions, if applicable. For farm
acreage, farm buildings, and coal rights, the final assessed value
is the equalized value.

EXEMPTION: Removal of property from the tax base.
Exemption may be partial, as a homestead exemption, or
complete as, for example, a church building used exclusively
for religious purposes.

EXTENSION: 1) The process in which the County Clerk
determines the tax rate needed to raise the revenue (levy)
certified by each school district in the county. 2) The actual
dollar amount billed to the property taxpayers in a district.

FORMULA GRANT: A grant for state and/or federal funds
to astate or school district, the amount of which is determined
by a formula included in the legislation. Such grants must be
applied for, and the State or school district is usually required
to submit to the funding agency data to support its entitle-
ment, an acceptable plan for use of funds, and assurance of
compliance with state and/or federal laws and regulations.

FOUNDATION LEVEL: A dollarlevel of financial support
per student representing the combined total of state and local
resources available as a result of the state aid formula. The
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General State Aid Formula for 1996-1997 provides a founda-
tion level of $3,060.80 per weighted pupil, provided the
district has an operating tax rate equal to or in excess of 1.28
percent, 1.10 percent or 2.18 percent for elementary, second-
ary and unit districts, respectively. The foundation level is
dependent upon the State appropriation for General State Aid.

FUNDING BONDS: Bonds issued to provide funds for the
purpose of paying outstanding teachers’ orders/employees’
orders or other claims against a district. Subject to backdoor
referendum. -

GENERAL STATE AID ANTICIPATION CERTIFI-
CATES: Short-term debt instruments which may be utilized
by school districts. The borrowing limit is 75 percent of the
General State Aid remaining to be paid to any district during
afiscal year. However, the total amount of General State Aid
Anticipation Certificates, Tax Anticipation Notes, and Tax
Anticipation Warrants outstanding forany fiscal year may not
exceed 85 percent of the taxes levied by the district for that
year. Additional authority has been granted to districts to
borrow up to 100 percent of the General State Aid to be
received in July.

GRANT INDEX FOR ASBESTOS ABATEMENT: A
formula index designed to determine a state grant entitlement
forasbestos abatement. The asbestos abatement grant index is
equal to one minus the ratio of the district’s equalized assessed
valuation per pupil in weighted average daily attendance to the
equalized assessed valuation per pupil in weighted average
daily attendance of the district located at the ninetieth percen-
tile for all districts of the same type (elementary, high school,
or unit). The grant index may not be less than .5000 and no
greater than 1.0000. All nonpublic schoolsare eligible for state
reimbursement in the amount equal to 50 percent of the cost
of correctiveactionif funds areappropriated by the legislature.

GRANT INDEX FOR SCHOOL CONSTRUCTION: A
formula index used to establish the level of state financial
obligation in a school construction project. The school
construction grant index is calculated using the same formulas
as the grant index for asbestos abatement and makes compari-
sons by district type (elementary, high school, and unit). The
amount of the school construction grant index may not beless
than 20 percent nor greater than 70 percent of the recognized
project costs. Districts are ranked in priority order based on
emergencies, health/life safety hazards, and unhoused stu-
dents.

INTERFUND LOANS: Loans between funds as authorized
by Sections 10-22.33 and 20-4, the School Code.

INTERFUND TRANSFERS: Transfersof money fromone
fund to another without a requirement for repayment as
authorized by Sections 10-22.44, 17-2A, 17-2B, and 20-5, the
School Code.

103



JOINT AGREEMENT AND/OR COOPERATIVE: An
educational program or programs in which two or more local
education agencies and/or eligible institutions of higher edu-
cation agree to participate by uniting efforts in accordance
with a written agreement and by designating a fiscal and legal
agent.

LEVY: The amount of money a school district certifies to be
raised from the property tax.

LIMITED TAX BONDS: Districts subject to the PTELL
may issue limited bonds (also known as “limited tax bonds”)
inaccordance with the provisions of Section 15.01 of the Local
Government Debt Reform Act as amended. Limited tax
bonds are non-referendum general obligation bonds, payable
from the district’s debt service extension base (DSEB). Lim-
ited tax bonds can only be issued in lieu of bonds otherwise
authorized by applicable law and are subject to all of the same
debt limits, procedural requirements and any other limita-
tions applicable to such bonds.

OPERATING EXPENSEPER PUPIL: Thegross operating

cost of a school district (excepting summer school, adult-

education, bond principal retired, and capital expenditures)
divided by the average daily attendance for the regular school
term. (See Appendix H fora sample district computation.)

OPERATING TAX RATE: A school district’s total tax rate
less the tax rates for bond and interest, rent, vocational
education construction, summer school, and capital improve-
ments purposes. Districts may include taxes extended for the
payment of principal and interest on bonds issued under the
provisions of Section 17-2.11 (for fire prevention, safety,
energy conservation, handicapped accessibility, school secu-
rity, and specified repair purposes) and Section 20-2 (working
cash) at the rate of .05 percent per year for each purpose or the
actual tax rate extended, whichever is less.

PER CAPITA TUITION CHARGE: The amount a local .

school district charges as tuition to nonresident students as
defined by Sections 18-3 and 10-20.12a of the School Code.
The per capita tuition charge is determined by totaling all
expenses of a school district in its educational, operations and
maintenance, bond and interest, transportation, Illinois Mu-
nicipal Retirement/Social Security, and rent funds for the
preceding school year less expenditures not applicable to the
regular K-12 program (such as adult education and summer
school), less offsetting revenues from State sources except
those from the Common School Fund, less offsetting revenues
from federal sources except those from federal impaction aid,
less revenues from student and community services, plus a
depreciation allowance and dividing this amount by the aver-
age daily attendance for the year. The average daily attendance
during the regular school term is adjusted by the average daily
attendance of pupils tuitioned in and tuitioned out. (See
Appendix H for a sample district computation.)
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PUBLIC BUILDING COMMISSION (PBC): A munici-
pal corporation from which local government taxing authori-
ties lease facilities. The PBC is directed by these local govern-
ments to acquire land, contract for construction and issue
revenue bonds for projects. Since the PBC has no statutory
authority to levy taxes, it submits its annual budget to each
local government which enters into lease agreements with the
PBC. Annual payments on these leases are included in the

. local government’s property tax extensions. House Bill 2132/

Public Act 88-304 (effective January 1, 1994) prohibits school
districts in counties of less than three million population (all
except Cook) from using a Public Building Commission.

- QUADRENNIAL ASSESSMENT: The general assessment

year that occurs every four years when all property assessments
are reviewed. (See: TRIENNIAL ASSESSMENT, below.)

REFUNDING BONDS: Bonds sold to pay off other bond
issues, other evidences of indebtedness, and the accrued inter-
est on those bonds or other evidences of indebtedness.

REGIONAL SUPERINTENDENT: The chief school of-
ficer for the county or counties that comprise an educational
service region. The Regional Superintendent exercises super-
vision and control over school districts and cooperatives
within that region. There are 45 Regional Superintendents in
Illinots.

 STATE AID FORMULAS: The formulas legislated by the

General Assembly for apportioning General State Aid and
certain categorical aids.

TAXANTICIPATION NOTE: Aninstrument of short-term
indebtedness issued by a specific taxing body and representing
a general obligation of the body. Notes may be issued in an
amount (including principal, interest, and costs of note issu-
ance) not to exceed 85 percent of the taxes levied. The notes
may bear an interest rate not exceeding nine percent per
annum or 125 percent of the rate for the most recent data
shown in the 20 General Obligation (GO) Bonds Index of
average municipal bond yields, as published in the most recent
edition of The Bond Buyer, at the time the contract is made
for the sale. No notes may be issued during any fiscal year in
which there are tax anticipation warrants outstanding against
the tax levied for that fiscal year.

TAX ANTICIPATION WARRANT: An instrument of
short-term indebtedness backed by the anticipation of specific
tax revenues. Warrants are issued by a school district in
anticipation of the collection of taxes and may be issued to the
extent of 85 percent of the total amount of the tax levied.
These warrants must be repaid upon receipt of tax monies by
the district and may bear an interest rate not exceeding the
greater of nine percent perannum or 125 percent of the rate for
the most recent data shown in the 20 General Obligation
(G.O.) Bonds Index of average municipal bond yields, as
published in the most recent edition of The Bond Buyer, at
the time the contract is made for the sale.

1086



TAX CAPS: An abbreviated way of referring to the tax
increase limitations imposed by the Property Tax Extension
Limitation Law, Public Act 87-17, effective October 1, 1991,
as amended.

TAX EFFORT: The extent to which alocal school district
levies local taxes for schools.

TAX INCREMENT FINANCING (TIF): A property
tax-related economic development incentive. A specifically
defined district in need of special assistance is created by alocal
city, town or county. The total equalized assessed value
(EAV) at the time of creation is measured and frozen. Bonds
are floated to pay for public infrastructure costs or to help the
developer through low-interest loans or lowered land prices.
These long-term bonds are paid off from the additional
property tax revenue generated by the property tax in the
district above the amount of tax revenue generated from the
frozen tax base.

TAX RATE: The amount of tax due stated in terms of a
percentage of the tax base. Example: 2.76 percent of equalized
assessed valuation is a representation of a tax rate of $2.76 per
one hundred dollars of equalized assessed valuation of prop-
erty.

TAX-RATE LIMIT: The tax-rate limit is the maximum tax
rate that the county clerk may extend. Ilinois law authorizes
maximum tax rates without referendum, but districts may
increase tax rates, within limits, subject to voter approval. A
backdoor referendum provision exists; when the board pro-
poses a tax rate increase and it is not opposed by the required
number of electors within a stated time period, the board
obtains the authority to increase the tax rate. A limited
number of tax rates exist without a tax-rate limit.

TEACHERS’ ORDERS: Teachers’ payroll warrants issued
by a school district which may be cashed at alocal bank. By
agreement between the school district and the bank, the
district will redeem the orders at some future date and pay the
bank a stipulated rate of interest not exceeding the greater of
nine percent per annum, or 125 percent of the rate for the most
recent data shown in the 20 General Obligation (GO) Bonds
Index of average municipal bond yields, as published in the
most recent edition of The Bond Buyer, at the time the
contract is made for the sale. '

TOWNSHIP MULTIPLIER: The equalization factor thatis
used by most counties other than Cook County to bring
township property assessments in line with current sales
prices for property in that township. For example, if a
township has not been assessed for two years, the township
multiplier would reflect the change in property values over
those two years. A township multiplier of 1.1 would mean, on
average, property tax values in this township have increased by
10 percent since the last time the property was assessed.

TRIENNIAL ASSESSMENT: In 1990, Cook County
switched from a quadrennial to a triennial assessment system.
Underthetriennial system, property will normrally be assessed
onceevery three years. The valuation of individual properties
will stay the same for the two years between reassessments.
Exceptions to this occur when there have been changes in the
property in the years between regular assessments (usually due
to new construction or improvements to the property). In
1990, the southern Cook County suburbs were reassessed. In
1991, the entire City of Chicago was reassessed and in 1992, the
northern Cook County suburbs were reassessed to round out
the first triennial assessment cycle.

TRUTH IN TAXATION ACT: Legislation approved and
effective July 29, 1981, that provides procedures for public
notice and public hearings on tax increases greater than 105
percent of the prior year’s extension.

UNIT DISTRICT: A school district that encompasses all
grade levels (Pre-K-12). A term used interchangeably with a
12-grade district.

WEIGHTED PUPILS: General State Aid is provided to
districts in Illinois based upon average daily attendance (ADA).
The ADA figure used is subject to the use of weights and
adjustments designed to enhance funding levels for pupils with
varying educational needs. In the General State Aidlaw, grade
Pre-K-6 pupils are weighted 1.00, grade 7-8 pupils are weighted
1.05,and grade9-12 pupilsare weighted 1.25. These weightings
provide a Weighted Average Daily Attendance (WADA)
figure. Pupils from families with low incomes provide an
additional type of weighting to attendance, one which adjusts
average attendance upwards. The additional formula adjust-
ment for low-income pupils in a district ranges from zero to
amaximum of .625. Incombination, the grade-level weighting
andthepoverty countadjustment createadistrict’s “TWADA”
or Total Weighted Average Daily Attendance figure.
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APPENDIX C
GENERAL STATE AID

The following section describes the state aid funding formula
and provides the formula funding levels for 1996-97.

Wealth Considerations in the State Aid Formula. Ilinois’
General State Aid formula is designed to provide higher levels
of state financial aid to school districts with comparatively
lower levels of wealth. Comparative wealth across school
districts is based upon an annual measurement of the equalized
assessed valuation of local property, standardized across school
districts on a per-student basis. Per-student standardization
considers a district’s average attendance weighted for grade
level and adjusted to account for a district’s concentration of
low-income students. This student count, discussed in detail
later in this section, is referred to as the Total Weighted
Average Daily Attendance student count, or TWADA.

There is a wide variation in property wealth per student (i.e., .

per TWADA) across Lllinois’ 905 regular school districts. The
‘measured property wealth per TWADA used in the state aid
formulafor 1996-97 ranges from alow of $7,285 in the poorest
districttoa high 0f $1,147,611 in the wealthiest. Most state aid
is distributed under the Special Equalization computation of
the formula. The equalization process provides greater state
aid per TWADA to districts with the lowest wealth per
TWADA.

In achieving equalization, the state aid formula compares the
wealth per TWADA student of adistrict to a “state-guaranteed
wealthper TWADA,” alevel also known asa “state-guaranteed
tax base.” This state-guaranteed level varies for each of the
three school district types. For 1996-97, the state-guaranteed
wealth per TWADA student (or guaranteed tax base per
TWADA student) is $161,094.73 for elementary districts,
$278,254.54 for secondary districts, and $110,898.55 for unit
districts.

Foundation Level. Thestate-guaranteed tax base per TWADA
student for each district type is mathematically related to a
state funding Foundation Level-a dollar level per TWADA
student which is intended to represent a guaranteed per
student floor of financial support. The 1996-97 state aid
Foundation Level is $3,060.80. Dividing this Foundation
Level by astatutorily set “computational” Operating Tax Rate
(OTR) for each district type yields the state-guaranteed tax
base for each district type. The computational OTR in the
funding formula is 1.90 percent (.019) for elementary districts,
1.10 percent (.011) for secondary districts and, 2.76 percent
(:0276) for unit districts.

The 1996-97 Foundation Level of $3,060.80 implies that each

student in [llinois (based upon TWADA count) is guaranteed

access to funding from combined state and local (property)

resources equal to the Foundation Level. (Full funding access

requires that districts havean OTR equal to or greaterthanthe
o -
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computational OTR.) State funding varies inversely to local
funding in this relationship. A district with a hypothetical
property assessment base of $0 per TWADA student would
receive state aid of $3,060.80 per student. As will be seen later,
alternative computations assure that even though some-dis-
tricts have local per student wealth which exceeds the state

guaranteed tax base, all districts receive some General State
Aid.

State Appropriations. The state Foundation Level and the
state guaranteed tax base per TWADA student are set each
fiscal year on the basis of the General State Aid appropriation
enacted into law. Inagiven year, the higher the appropriation,
the higher the Foundation Level and the higher the guaranteed
tax base. Computer iterations are performed by the State
Board of Education, altering the Foundation and tax base
levels until the level is found which assures that the General
State Aid appropriation for a year is fully allocated to districts.
The General Assembly appropriated $2,377,571,500 for Gen-
eral State Aid for 1996-97. ‘

State Aid Attendance Weightings and Adjustments. General
State Aid entitlements for 1996-97 are computed using a

monthly average weighted attendance figure for each district.
The attendance figures used are the greater of the 1995-96
average of the best three months’ attendance or a three-year
average attendance (using the average of the best three months
each year) for the years, 1993-94, 1994-95, and 1995-96.

Weighted attendance refers to average attendance weighted by
a factor which considers student grade level. Pupils in
pre-kindergarten through gradesix are weighted at 1.00; pupils
in grades seven and eight are weighted at 1.05; and pupils in
grades nine through twelve are weighted at 1.25. These
weightings are applied to the applicable average attendance
figures of a district, not to enrollment.

For formula calculation purposes, a district’s grade-weighted
attendance is adjusted upwards by including in a district’s
student count, an adjustment for low-income pupils. To
determine the low-income student adjustment, the percent of
low-income eligibles in a district is divided by the state average
percentageconcentration of low-income students. For 1996-97,
the state average concentration of low-income students is
17.55 percent. The ratio of a district’s low-income student

. percentage as divided by the state concentration percentage is

then multiplied by a statutorily defined adjustment factor of
.53. The resulting product is multiplied by the low-income
student count of the district and added to the applicable
grade-weighted pupil attendance count. A district’slow-income
pupiladdition rangesfrom zero in adistrict with no low-income
eligibles to a statutory maximum weighting of .625 per
low-income pupil. Arithmetically, the optimum low-income

adjustment for 1996-97 is achieved when a district has a
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low-income pupil concentration of 20.70 percent. A district
with the state average concentration of low-income students
has a .53 addition to its weighted attendance count for each
low-income pupil.

In summary, a district’s TWADA student count for state aid
purposes is its applicable grade-weighted average daily atten-
dance figure, adjusted upward by the low-income concentra-
tion factor defined by state statute.

Special Equalization Computation. A district’s Special Equal-
ization entitlement amount is computed by obtaining the

product of a district’s TWADA student count and the differ-
ence between the state-guaranteed wealth per TWADA stu-
dent and the district’s actual wealth per TWADA student
times theapplicable Operating Tax Rate (OTR). For 1996-97,
each Special Equalization district receives an amount of $397.91
or more per TWADA pupil. The state’s poorest school
district receives an entitlement per TWADA student of
$2,859.73. In arithmetic terms, the 1996-97 Special Equaliza-
tion computation can be represented as:

District State Aid = TWADA x [(V- V) x T]
TWADA = Total Weighted Average Daily Attendance

V, = State guaranteed wealth per TWADA (guaranteed tax
base) for the applicable type of district

V, = General State Aid Equalized Assessed Valuation per
TWADA student of the district

T = Applicable Operating Tax Rate

In applying this formula for 1996-97, a district’s equalized
assessed valuation of real property for tax assessment year 1994
is used. The wealth factor of each district is adjusted upward
to account for the property value attributable to a district’s
corporate personal property replacement tax payments. This
corporate replacement tax assessed valuation is based upon
replacement tax distributions made in calendar year 1995.

Theactual Operating Tax Rate (OTR) of adistrictis adistrict’s
total tax rate less the tax rate for bond and interest, summer
school, rent, capital improvements and vocational education
building purposes. Tax rates used for 1996-97 formula calcu-
lationsarethe rates fortax year 1994. Theformulaabove refers
to an “applicable” OTR. The “applicable” OTR for calcula-
tion purposes varies with the type of organization of a school
district and with the relationship of the district’s actual OTR
and the “computational” OTR set by statute.

For special equalization formula calculation purposes, a com-
putational OTR of 1.90 percent is utilized for elementary
districts with an actual OTR of 1.28 percent or higher. In
secondary districts with an OTR of 1.10 percent or higher,
1.10isthe computational OTR. In unitdistricts withan OTR
of 2.18 percent or more, 2.76 percent is utilized in the
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entitlement computation. Indistricts with OTRs below these
minimums (i.e., 1.28 percent for elementary, 1.10 percent for
secondary, 2.18 percent for units), the actual OTR of the
district is used for the computation.

Another way to arithmetically represent the special equaliza-
tion state aid computation is to express the formula in terms
of the Foundation Level. In this approach:

District State Aid = (F Level - Local Revenue) x TWADA
Where Local Revenue = (GSA EAV) (T)

and where:

F Level = Foundation Level (§3,060.80 for 1996-97)
TWADA = Total Weighted Average Daily Attendance

GSA EAV = General State Aid Equalized Assessed Valua-
tion of the district (Real property EAV plus a computed
property value derived from a district’s corporate personal
property replacement tax revenues)

T, =  Applicable Computational Operating Tax Rate (1.e.,
.019 elementary, .011 high school or .0276 uait school)

In this formula representation, it can be more directly seen
that adistrict with high wealth per student (Local Revenue per
TWADA) will receive less state aid than a district with alower
wealth per student.

Alternate Method Computation. The higher the actual wealth
per TWADA of a district, the less General State Aid a district
is entitled to receive. For districts with relatively high actual
wealth per TWADA student, an Alternate Method state aid
formula computation is utilized. '

The Alternate Method of General State Aid entitlement
computation is utilized by districts whose actual wealth per
TWADA is 87 percent or more of the state-guaranteed wealth
per TWADA student. As in the Special Equalization compu-
tation, a district’s wealth per TWADA is measured by real
property assessed valuations and a computed assessed valua-
tion derived from a district’s corporate personal property
replacement tax income.

Where the Alternate Method applies, it is calculated by
multiplying 13 percent of thestate Foundation Level timesthe
quotient obtained when 87 percent of the state-guaranteed
wealth per TWADA student (for the district type) is divided
by the district’s equalized assessed valuation per TWADA
student.

An arithmetic representation of the Alternate Method calcu-
lation follows:
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District State Aid = TWADA x F Level x .13x (87 V/V)

Where TWADA = Total Weighted Average Daily Atten-
dance

F Level = State-determined per pupil Foundation Level
($3,060.80 for 1996-97)

V, = State guaranteed wealth per pupil (guaranteed tax
base) per TWADA student for the applicable district type

V, = The district’s GSA Equalized Assessed Valuation per
TWADA student

For 1996-97 each Alternate Method district received a General
State Aid entitlement per TWADA student between $214.26
and $397.90.

Another arithmetic representation of the Alternate Method
computation is shown below:

District State Aid = TWADA x (.13 F Level) x (.87 F Level/
Local Revenue per TWADA)

Inthisequation, F Leveland TWADA are defined asabove and

Local Revenue = District GSA Equalized Assessed Valuation
times the applicable computational Operating Tax Rate.

Flat Grant. Using the Alternate Method calculations, district
GSA entitlements arithmetically approach zero percent of the
Foundation Level. For districts with the highest equalized
assessments per TWADA student, a third allocation
methodology~the Flat Grant-is applied. The Flat Grant
computation ensures that each district receives agrant for each
TWADA student equal to astatutorily set seven percent of the
Foundation Level. For 1996-97, the Flat Grant amount is
$214.25 (1.e. seven percent of the 1996-97 Foundation level of
$3,060.80).

Property Valuations in the Formula. As noted, each district’s
General State Aid entitlement calculations include both real

property equalized assessed valuations and a computed as-
sessed valuation attributable to a district’s receipt of corporate
personal property replacement taxes (CPPRT). The com-
puted value is derived by dividing the calendar year CPPRT
receipts of a district by a predetermined tax rate. For Cook
County school districts, CPPRT receipts are divided by the
1976 total tax rate of the district. Inthe other 101 counties, the
computed value is determined by dividing receipts for each
school district by the district’s total tax rate for 1977. For
1996-97 calculations, the computed assessed valuation related
to CPPRT is based upon payments to districts made by the
Ilinois Department of Revenue during calendar year 1995.

The real property assessment figures used in General State Aid
calculations are real property values as equalized by the Illinois
Department of Revenue. The equalized assessed valuation
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(EAV) used to calculate GSA entitlement excludes the prop-
erty value in a district associated with a state-recognized
Enterprise Zone, a (Property) Tax Increment Financing Dis- -
trict, or when taxes have been abated to attract new industry.

Adistrict’s combined value of real property equalized assessed
valuation and the derived assessed valuation attributed to
CPPRT valuesis referredto as the General State Aid Equalized
Assessed Valuation (GSA EAV).

Appendix D provides a sample General State Aid entitlement
claimform. Appendix E depicts the relationship between state
aid per student entitlements and district wealth for 1996-97.

Laboratory and Alternative Schools. Laboratory schools

operated by public universities and alternative schools oper-
ated by Educational Service Regions are also eligible for
General State Aid. Since these schools have no property tax
base, the GSA entitlements for such districts are calculated in
a special manner. The GSA provided to a laboratory or
alternative school is determined by multiplying the school’s
weighted average daily attendance (WADA) for the current
year (or the most recent three-year average WADA if larger)
by the foundation level ($3,060.80 for Fiscal Year 1997).

Collectively, Illinois State University’s two laboratory schools,
the University of Illinois laboratory school and 22 alternative
schools received total GSA funding of $7.25 million in Fiscal
Year 1997.

State Funding Distributions. The 689 districts funded under
the Special Equalization computation constitute 76.1 percent
of Illinois school districts and receive approximately 94.0
percent of the total GSA allocation. Special Equalization
funded districts account for approximately 76.0 percent of the
state TWADA student total. The 150 Alternate Method
Districts (16.6 percent of school districts) receive 5.1 percent
of the GSA allocation and represent 19.0 percent of the state
TWADA studenttotal. Flat Grant districts (66 in numberand
7.3 percent of total districts)) receive .9 percent of the GSA
allocation and reflect 5.0 percent of the state TWADA student
total.

Of the 905 regular school districts allotted General State Aid,
406 (44.9%) are unit districts, 107 (11.8%) are secondary
districts, and 392 (43.3%) are elementary districts. Unit
districts received 73.7 percent of 1996-97 GSA funds, second-
ary districts received 7.4 percent of the funds, and elementary
districts received 18.9 percent of the GSA funds.

In applying the General State Aid formula to the available
appropriations in a given year, the State Board of Education
takes into consideration certain financial adjustments. It is
common for each district to have an audit adjustment to a
prior year’s GSA claim. (Audits to determine the accuracy of
each district’s GSA claim are conducted by staff of the State
Board of Education.) Such audits result in either upward or
downward adjustments to a district’s current-year payments.
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In addition, some districts qualify in certain years for GSA
adjustments as a result of changes in prior-year equalized
assessed valuations dueto adverse court decisions or Property
Tax Appeal Board decisions (See Sections 2-3.33, 2-3.51 and
2-3.84 of the School Code).

Generally, there is a net negative adjustment to the yearly
aggregate GSA entitlement as a result of these prior-year
adjustments. Toassure thatall availableappropriation author-
ity for GSA is utilized, the State Board of Education calculates
the entitlement for districts by adding the net negative adjust-
ment to the available appropriation. The resulting gross
entitlement perdistrict is then adjusted downward for districts
with a net negative adjustment and upward for net positive
adjustments. Thus, the resulting net GSA payments for all
districts attempt to exhaust the available appropriation. For
Fiscal Year 1997, weare within $11,303.93 of so doing, but this
amount may change after this publication is distributed.

General State Aid Payment Schedule

Section 18-11 of the School Code provides for semimonthly
General State Aid payments to be made during the months of
August through July. These semimonthly payments are in an
amount equal to 1/24 of the total amount to be distributed.
The School Code provides that General State Aid payments
are to be made “as soon as may be after the 10th and 20th days
of each of the months....”

A provision in the State Finance Act authorizes the governor
to notify the state treasurer and the state comptroller to “effect
advance distribution to school districts of amounts that other-
wise would be payable pursuant to Section 18-8 of the School
Code.” The governor has exercised this accelerated payment
authority in the past several fiscal years. In Fiscal Years 1990,
1991 and 1994, both September payments were advanced and
paid at the same time the second payment of August was made.
In Fiscal Years 1992, 1993 and 1995, the September payments
were made in August, but after the regular second payment
was made. There was no advance distribution in Fiscal Years
1996 and 1997. :

General State Aid payments, while designated for specific
districts, are actually paid to Illinois’ 45 regional school
superintendents. Regional superintendeéntsin turn are obliged
to distribute these payments, with any attributable interest
income, to each district within their regions. (Cook County
school district treasurers will be paid directly during Fiscal
Year 1997.)

The State Comptroller’s Office releases GSA warrants (pay-
ments) at about 2:00 p.m. on payment day. Regional superin-
tendents from Du Page, Macon, and the St. Clair regions have
representatives who pick up their warrants. Thirty-eight
regional superintendents have the warrants deposited directly
into the Illinois Public Treasurers’ Investment Pool. Most of
the remaining regional superintendents have designated Spring-
field bank personnel to pick up the warrants. Local Springfield
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bankers forward payments by wire the next working day to
the local bank designated by each regional superintendent.
School district treasurers in Cook County receive their dis-
tricts’ GSA payments by wire transfer from the Comptroller’s

Office.

Typically, warrants (payments) are available on the 11th and
21st days of the month, or on the following working day if the
payment date falls on a weekend or a holiday.

Attendance, Calendar and Special Requirements for General
State Aid

Recognition. General State Aidis distributed to Illinois school
districts which maintain “recognized district” status. Recog-
nized district status is achieved pursuant to the periodic
reviews of a district by staff of the Illinois State Board of
Education. Recognition activities are designed to ensure that
districts comply with the required standards of state law. Any
school district which fails to meet the standards established for
recognition by the state superintendent of education for a
given year is ineligible to file a claim upon the Common
School Fund for the subsequent school year. In case of
nonrecognition of one or more attendance centers in a school
district otherwise operating recognized schools, the entitle-
ment of the district is to be reduced in the proportion that the
average daily attendance (ADA) in the nonrecognized atten-
dance center, or centers, bears to the ADA in the school
district.

Plan Requirements. In addition to the general requirement of
maintaining recognition, school districts must also adhere to
a variety of other legislated standards in order to receive state
financial support. Several of these are enumerated in the
sections which follow.

The General State Aid law requires all school districts, except
Chicago, with more than 1,000 pupils in average daily atten-
dance (ADA) and with alow-income pupil weighting factor in
excess of .53 to submit an annual plan to the State Board of
Education, describing the use of the state funds generated as a
result of that district’s low-income pupils. This plan is
intended to provide for the improvement of instruction with
apriority of meeting the needs of educationally disadvantaged
children. These plans are submitted in accordance with rules
and regulations promulgated by the State Board of Education.

The state’s largest district, Chicago District 299, is also re-
quired to provide planning information for its services to
low-income students. Unlike other districts, however, Dis-
trict 299 must distribute GSA funding attributable to its low-
income-student weighting factor on a formula basis. This
statutory requirement provides that a major segment of these
funds be distributed to the attendance centers within District
299 in proportion to the number of pupils enrolled in the
attendance centers who are eligible to receive free or
reduced-priced lunches or breakfasts under the Federal Child
Nutrition Act. Chicago must submit an annual plan to ISBE
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which depicts this distribution of funds and discusses the
services available as a result of this funding.

School Calendar. Public schools in Ilinois are required to
adopt a calendar which provides for 185 school days including
at least 180 days of pupil attendance. Up to four days of the
180 days of actual pupil attendance may be utilized for
scheduled teacher institutes and inservice training. Chicago

School District 299 operated7 elementary schoolsonafull-year -

basis during the 1992-93 school year, 11 elementary schools on
a full-year basis during 1993-94, 12 elementary schools on a
full-year basis during 1994-95, 15 elementary. schools on a full-
year basis during.1995-96 and is operating 14 elementary
schools on a full-year basis during 1996-97.

Teacher institutes are approved for each district by the respec-
tive regional superintendent of schools. Equivalent profes-
sional educational experiences such as visitations to educa-
tional facilities are allowable as approved training,

Under certain conditions teacher inservice training and
parent-teacher conferences may be provided in partial-day
increments. Section 18-8 provides specific guidance concern-
ing the computation of pupil attendance for state aid purposes
for such partial-day attendance.

Section 24-2 of the School Code provides for a number of legal
school holidays. Teachers may not be required to teach on
national holidays or the state school holidays: Columbus Day,
Veterans’ Day, and the days which honor the births of
Abraham Lincoln,Martin LutherKing, Jr. and CasimirPulaski.
Because of a recent court decision, the state cannot mandate
Good Friday as a state holiday; individual school districts may
recognize Good Friday as a holiday.

The 185-day calendar adopted by a district is intended to allow
for up to five emergency closure days during the school year.

School districts which fail to operate schools for the required
number of pupil attendance days may be subject to the loss of
General State Aid. The financial loss is calculated on the basis
of a daily penalty of .56818 percent (1 divided by 176) for each
day of required operation not met.

Under certain circumstances; a district may not be penalized

for failure to provide the required school calendar. These
circumstances and the required waivers and approvals are
described in the paragraphs which follow.

Act-of-God Days. Whenaschool district is unable to conduct
school as a result of an Act of God, a district may be granted
anattendance waiver. Section 18-12 of the School Code allows
the state superintendent of education to waive the .56818
percent daily penalty due to a district’s failure to conduct
school for the minimum school term. The State Board of
Education’s Center for Accountability and Quality Assur-
ance, Quality Review and School Accreditation Division is
responsible for reviewing a district’s waiver request.

Q

Hazardous Threat or Adverse Weather. State law contains
provisions which allow districts to reduce the length of a
school day or to cancel classes altogether if pupil health and
safety are threatened by conditions beyond school district
control or if adverse weather occurs after the start of school.

For adverse weather conditions, the reasons for closing are to
be certified in writing by the district superintendent and sent
to the respective regional superintendent of schools. The
regional superintendent forwards the certification to the stat
superintendent for approval. '

A similar process applies to days of school not begun asaresult
of a health or safety consideration. When approved, “Hazard-
ous Threat” days are not considered student attendance days
but do provide an exemption from reduction in state aid. The
state superintendent may approve these exceptions to the
minimum term.only when the school district has first used all
emergency days contained in the district’s regular school

calendar.

Energy Shortage. When the state superintendent of education
declares that an energy shortage exists during any part of the
school year for the State or a designated portion of the State,

. adistrict may operate the attendance centers in the district four
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days a week during the shortage. When such a declaration is
made, adistrict’s GSA entitlement s not reduced, provided the
district extends each school day by one clock hour of school
work. State law provides that district employees are not to
suffer any reduction in salary or benefits as a result of this
declaration. A district may operate all attendance centers on
this revised schedule or may apply the schedule to selected
attendance centers.

Pupil Autendance. Section 18-8 of the School Code provides
that a day of pupil attendance is to include not less than five
clock hours of teacher-supervised work. Additional provi-
sions apply to a district’s calculation of pupil attendance for
part-time school enrollment, services to handicapped or hos-
pitalized students, tuition-related services, dual-attendance
nonpublic school children, and other special circumstances.

Pupils regularly enrolled in a public school for only a part of
a school day are counted in attendance for one-sixth day for
each class hour of instruction of 40 minutes or more.
L}

Resident pupils enrolled in nonpublic schools may beenrolled
concurrently in public schools on a shared-time or
dual-enrollment plan and may be included as claimable pupils
by public school districts. Dual-enrolled pupils are counted as
one-sixth ADA for each class period of 40 minutes or more in
attendance in a public school district.

Exceptional children attending approved private institutions,
either in or outside Illinois, may be included as claimable
pupils on the basis of days attended if the district pays the
tuition costs. Local school boards may send eligible children
to an out-of-state public school district and claim them for
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General State Aid. Pupils are nonclaimable for General State
Aid if the district is claiming full reimbursement of tuition
costs under another state or federally funded program or is
receiving tuition payments from another district or from the
parents or guardians of the child.

For handicapped children below the age of six years who
cannot attend two or more clock hours because of handicap or
immaturity, a session of not less than one clock hour may be
counted as one-half day of attendance. Handicapped pupils
less than six years of age may be claimed for General State Aid
for a full day, provided the child’s educational needs require,
and the student receives, four or more clock hours of instruc-
tion.

Section 10-22.5a of the School Code allows foreign-exchange
~ students and/or nonresident pupils of eleemosynary (chari-
table) institutions attending a public school district on a
tuition-free basis to be claimed for General State Aid purposes.
A cultural exchange organization or charitable institution
desiring to negotiate a tuition-free agreement with a public
school district must obtain written approval from the Illinois
State Board of Education.

A session of not less than one clock hour of teaching for
hospitalized or homebound pupils on the site or by telephone
to the classroom may be counted as one-half day of attendance.
These pupils must receive four or more clock hours of
instruction to be counted for a full day of attendance. If the
attending physician for such a child has certified that the child
should not receive as many as five hours of instruction in a
school week, reimbursement is computed proportionately to
the actual hours of instruction.

Public Health Requirements. Illinois law requires every
school district to report to the Illinois State Board of Educa-
tion by October 15 of each year the number of children who
have received, the number who have not received, and the
number exempted from necessary immunizations and health
examinations. If less than 90 percent of those enrolled in a
district on October 15 have had the necessary immunizations
or health examinations, ten percent of each subsequent Gen-
eral State Aid payment is withheld by the regional superinten-
dent. Withholding continues until the district is in compliance
with the 90 percent requirement.

101

State law also provides that a child is to be excluded from
school for noncompliance with rules and regulations promul-
gated by the Illinois Department of Public Health for health
examinations andimmunizations. Under such circumstances
the child’s parent or legal guardian is considered in violation
of the compulsory attendance law (Section 26-1). These
parents or legal guardians are subject to any penalty imposed
under Section 26-10.

Extended-Day Programs. School districts may develop and
maintain before-school and after-school programs for students
in kindergarten through the sixth grade. Such programs may
include time for homework, physical exercise, afternoon
nutritional snacks and education offerings which are in addi-
tion to those offered during the regular school day.
Extended-day programs in a district are to be under the
supervision of a certified teacher or a person who meets the
requirements for supervising a day-care center under the
Nlinois Child Care Act. Additional employees who are notso
qualified may also be employed for such programs.

The schedule of these programs may follow the work calendar
of the local community, rather than the regular school calen-
dar. Parents or guardians of the participating students are
responsible for providing transportation for the students to
and from the programs. The school board may charge parents
of participating students a fee, not to exceed actual costs for
before-andafter-school programs. Attendance at extended-day
programs is not included in the calculation of attendance for
General State Aid purposes.
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APPENDIX G
THIS PAGE MUST BE COMPLETED |

The source document for this computation is the [llinois State Board of Education Form 50-35, Illinois School District Annual

Financial
ESTIMATED FINANCIAL DATA TO ASSIST INDIRECT COST RATE DETERMINATION
CODE 09-010-1880-04
COUNT Champaign
NAME Gifford Community Consolidated Grade School
NUMBER . 188
STREET 406 South Main Street
cITY Gifford ZIP CODE 61847

INSTRUCTIONS FOR COMPLETING FINANCIAL DATA INDIRECT COST RATE DETERMINATION

Indirect cost rates are computed from information provided within the body of the Annual Financial Report. However, it is necessary that certain expenditure
accounts be further subdivided to identify Federai program activities.

Enter the disbursements/expenditures included within each function account that were charged to and reimbursed from any Federal grant program. Also include
all amounts paid to or for other employees within each function account that work with Federal grant programs in the same capacity as those charged to and

_ reimbursed from Federal grant programs. For example, if a district received funding from ESEA, Chapter 1, for a program director, the salaries of all other
Federal grant program directors included in that function account must be included. Also include any benefits and/or purchased services paid on or to persons,
whose salaries are classified as direct costs in the function accounts that are listed.

DO NOT LEAVE ANY SPACES BLANK. Enter a zero on all lines where no costs are charged.

Section 1 Restricted Programs *

This section is applicable to Federal programs which restrict expenditures to those which "supplement but do not supplant® State. or local effort. Some
examples of restricted programs are ESEA, Chapters 1 and 2, Individuals with Disabilities Education Act (IDEA).

A. Support Services - Direct Costs (1-2000) and (5-2000)

1. Direction of Business Support Services (1-2510)and (5-2510) .. ....................... $ 0
IZnter the cost included within the Function (1-2510) and (5-2510) Accounts, Direction of Business :
Support Services, charged directly to and reimbursed from Federal grant programs. (2793]
: 2. Fiscal Services (1-2520) and (5-2520). .. ..« o\ o\ oo $ 0
Enter the cost included within the Function (1-2520) and (5-2520) Accounts, Iiscal Services, 2794]
charged directly to and reimbursed from Federal grant programs. =
-~ .
o 3. Food Services (1-2560). .. ........................c..coiieiiieii $ 0
Enter the cost of food included within the Function (1-2560) Accounts, Food Services. [3669]
4. Intemal Services (1-2570) and (5-2570). ................. P 3 0
Enter the cost included within the Function (1-2570) and (5-2570) Accounts, Internal Services [2795)
charged directly to and reimbursed from Federal grant programs.
5. Staff Services (1-2640) and (5-2640). ... ....................ceceiieii. $ 0
Enter the cost included within the Function (1-2640) and (5-2640) Accounts, Stuff Services {2797]
charged directly to and reimbursed from Federal grant programs.
6. Data Processing Services (1-2660) and (5-2660) .. ...........ocovvreernr i, $ 0
Lnter the cost included within the Function (1-2660) and (5-2660) Accounts, Duta (2799)
Processing Services, charged directly to and reimbursed from Federal grant programs.
Section 2 Unrestricted Programs*
This section is applicable to Federal programs whose funds may be used either to supplement, and/or supplant local funds.
B. Support Services - Direct Costs (1, 2, and 5-2000)
7. Operation and Maintenance of Plant Services (1,2,and 5-2540). ... ................... $ 0
Enter the cost included within the Function (1-2540), (2-2540), and (5-2540) Accounts, Operation [2801)

Muaintenance and Plant Services, charged directly 1o and reimbursed from Federal grant programs.’

‘ * ALL CAPITAL OUTLAY MUST BE EXCLUDED 106 ] 2 2 | BES“E’ @@PY AVAH L@BLE :1
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AND PER CAPITA TUITION CHARGE COMPUTATIONS (1995-1996)

APPENDIX H

ESTIMATED STATISTICAL INFORMATION, OPERATING EXPENDITURES PER PUPIL

A. TOTAL EXPENDITURES

FUND

. ED
0o&M
B&1
TR

. MR/SS
RENT

O

PAGE

44
46
a7
49
53
55

. TOTAL (LINES | THROUGH 6)

LINE

65
26
14
24
57
5

COLUMN

L- I - -

TOTAL EXPENDITURES
TOTAL EXPENDITURES
TOTAL EXPENDITURES
TOTAL EXPENDITURES
TOTAL EXPENDITURES
TOTAL EXPENDITURES

$

756,182
85,634
0
85,100
26,945
0

B. LESS RECEIPTS/REVENUES OR DISBURSEMENTS/EXPENDITURES NOT APPLICABLE TO OPERATING EXPENSE OF REGULAR PROGRAM

8. TR

9 TR

10. TR

1. TR

12, TR

13. 0&M

14. ED

15. ED

16. ED-TR-MR/SS
17. ED-O&M-TR
18. ED-O&M-TR
19. ED-O&M-TR
20. ED-O&M-TR
21. ED

22. ED-O&M-TR-MR/SS
23, ED-O&M-TR-MR/SS
24, 0&M

25. ED

26, ED

27, ED

28. ED

29. ED

30. ED

31, ED

32 ED

33. 0&M

33, 0&M

34. 0&M

35, O&M

36. B&l

37. B&l

38, TR

39, TR

40. TR

4. TR

42. MRSSS

43. MR/SS

44, MRISS

4

»

46.

=3

47. AVERAGE DAILY ATTENDANCE

4

oo

O

RIC

Aruitoxt provided by Eric

BEST CORPY AVAILABLE

11
1

13.

13
13
23
23
23

25-26

25
27
27
27
29

33-34
35-36

37
a1
4
43
44
44
44
44
44
4s
46
46
46
a7
a7
48
48
49
49
50
50
53

32
35,36,37
39
a2
44,45,46
136
148
149
161
169
175
176
178
201
245-249
254-256
283
4
7
45
54
62
65
65
65
10
16
23
26
10
14
s
14
21
24
4
7
46

TOTAL DEDUCTIONS (LINES 8 THROUGH 44)

[T U G U Y N

1
1
1.2,4,5
1,24
1,24
1,2,4
1,2,4
1
1,2,4,5
1.2,4,5
2
1.2,3.46
1,2346
1.2,3.456
36
6
5
7
8
1,23,46
9

o

NN N WKL OO WO W

OPERATING EXPENSE REGULAR K-12 (LINES 7 MINUS LINE45)

REG. TRANS. FEES FROM OTHER/LEAs
SUMMER SCHOOL TRANSPORTATION FEES
VOC. EDUC. TRANS. FEES FROM OTHER LEAs
SPEC. EDUC. TRANS. FEES FROM OTHER LEAs
ADULT/CONTINUING EDUC. TRANS. FEES
STATE ADULT EDUCATION

ILLINOIS TEACHER OF THE YEAR
ADMINISTRATIVE ACADEMY

TOTAL EARLY CHILDHOOD

SPANISH BROADCAST PRESCHOOL
ILLINOIS SCHOLAR PROGRAM

ILLINOIS GOVERNMENT STUDENT INTERN
ILLINOIS OCCUPATIONAL INFO. COORD. COMM
HEAD START

FED. SPEC. ED.

FED. SPEC. ED.

TOTAL ADULT EDUCATION
ADULT/CONTINUING EDUCATION
SUMMER SCHOOL

COMMUNITY SERVICES
NONPROGRAMMED CHARGES

LEASE PURCHASES PRINCIPAL

CAPTAL OUTLAY

TRANSFERS

TUITION

COMMUNITY SERVICES
NONPROGRAMMED CHARGES

LEASE PURCHASES PRINCIPAL

CAPITAL QUTLAY

BOND PRINCIPAL RETIRED

TRANSFERS -
COMMUNITY SERVICES
NONPROGRAMMED CIIARGES

LEASE PURCIIASES PRINCIPAL

CAPITAL OUTLAY

ADULT EDUCATION

SUMMER SCIOOL

COMMUNITY SERVICES

(See the General State Aid Claim for 1995-96 (ISBE 50-11}) Line 24)

. OPERATING EXPENSE PER PUPIL (LINE 46 DIVIDED BY LINE 47)

(Continued on adjucent page)

107

; 123

$

olo|lojlojo|ojJo|lo|o|ojo oo oo o |o |o

3
3
[y

20,695

10,608

88,292

'O |°|°|

11,112

o |o

\o‘m \o lo 'o ‘o ‘o‘

H

200.20

H

953,861

131,570

822,291

4,107.35



APPENDIX H (cont’d)

ESTIMATED STATISTICAL INFORMATION. OPENATING EXPENDITURES PER PUPIL
AND PER CAPITA TUIT!ON CHARGE COMPUTATIONS (1995.1996)
{Cantinued from page 63/

C. LESS DFFSETTING HECEIIFS/REVENUES:

FUND FAGE LINE  CDLUMIN
. " 3 1 HEG. TIANS. FEES FROM FUIILS DIt PARENTS
50. Tt " » 4 LEG. TILANS. FEES FIROM PIIVATE SDURCES
s1. TR " 3 1 REG.TILANS. FEES.CO-CUIIICULAR
52, TR 1 2 W YDC. TRANS. FEES FIROM PUPILS DR PARENTS
2. TR 1 " 4 VOC.TRANS. FEES FItOM DFIIER SOURCES
ST 1 4 4 SPIC. EDUC. TIANS FEES FIROM PUPILS OIt PARENTS
55, Th 1 n W SPUC. EDUC. TRANS FEES {ItOM O'TIIER SDURCES
56. €0 s ) I FOOD SERVICES
52 €0.D&M 15 ) 12 PUPILACTIVITIES
su. €0 T n t TEXTDDOKS
$9. ED.D&M 1 " 12 RENTALS
60. £0.0&M-TR 1 % 124 SERVICES PRROVIDED OTIIER LEAs
6l. ED-0EM " n 12 PAYMENT FIROM OYTIER LEAS
62. €D i T [ I LOCAL I'EES
63. ED-0RM-TR 19 109 124 SPECIAL ZOUCATION 10
64. ED-0&M-TR-MIUSS an n 1245 VOCATIDNAL IDUCATION 0
65, ED-TR BT m 15 DILINGUAL EDUCATION 0
66. ED.TIt 2 128 14 GIFFED EDUCATION 1,758
6. €D £ 129 I STATE FREELUNCIL & DIREAKFAST PTY)
66, ED-OSM 1 130 12 DRIVER EDUCATION 0
69, ED-ORM-TR n I 124 TOTAL TRANSPORTATION 51,18
10: €D n 146 ! TOTALSCIIDOL IMPIROVEMENT [
7. ED-OLM-TR-MISS. nu 147 1245 DLOCK GILNT 3 1240
72, €0.0RM.TR-MISS nu 150 1245 SCIENTIFIC LITERACY 0
7). E0-ORM-TR-MR/SS ‘D 151 1245 STATE DRUQ EDUCATION INITIATIVE 0.
. E0-0&M-TR-MI/SS n.u 152 A5 STATEURDAN EOUCATION PAWTNERSIIIP . 0 .
- 75. ED-0&M-TR-MRSS 1526 19 1245 LEARNING QUTCUMES/ASSESSMENT 0 .
76. ED.ORM-TIMIUSS 2526 154 L2345 STATL STAFT DEVELOPENT [
7. E0 2 s I STATE SECOND LANDUAGH [
78, ED-TRMRUSS 25.26 156 145 HISPANIC STUDENT DROPOUT [
79 EDTRMIUSS 250 157 145 TRUANTS ALTEKNATIVE/OPTIONAL EDUCATION 0
50 E0-OXM-TR-MI/SS 2526 165 1245 TOTAL K6 391
8. to s 166 I REPORTCARDS 0
B2, ED-OALTR 2 167 124 CIUMINAL DACKGIOUND INVESTIDATION 72
8. ED-0&M-TR 2 168 124 BUILD ILLINDIS - MATII & SCIENCE 0
84, £D-0LM-TR : 1 10 124 TECIINOLODY FOR SCIIOULS 0
8. ED-O&M.TR s 1 124 SCIENCE, TECHNDLUGY, AND SOCIETY DRANT 0
%. £o 2 n I STATELIBRARY GRANT [
#. £0 n m I ILLINOIS AIUFS COUNCIL GIANTS 0
g8, ED-ORM-TR n e 124 MINORITY TRANSITION 0
8. CO.0&M.TR n m 124 COMPUTER TECIINOLOGY IN TIIE CLASSROOM - 0
20. ED-O&M-TR n 17 134 PROJECT SUCCESS o
91. ED-TR n. 180 14 IDOTSAFETY [
92, ED-TR n 181 14 IDOT ALCOIIDI AWARENESS 0
9. D&l 7 ) 3 CAPITALDEV. 5. DOND & INTEREST 0
24 ED-OLM-TR-ANUSS nan 188-19) 1245  OTIERSTATI FUNDS 0
95, RENT 5 1o ¥ OTIER STATE FUNDS 0
96. £D-ORM-TR-MIUSS-RT 130 206 12458 RESTRICTIN GRANTS-IN AID FI.OM PED. DOV. 0
.80 » 201 t (SUDTIACT) LIEAD START ]
98, ED-ORM-TR-MIVSS 130 a1 1345 ESEA.CIIAPTER 2 [
99. o 3 ay I TOTALFDOD SERVICES 11498
100, ED-0RM-TR-MIUSS 9.4 m 1245, BSEA CIAPTER | & DIUD FRER 40,600
101, ED-0&M-TR-MIUSS 234 I 1245 TOYALLTEA, [)
102, ED-ORM-TRAMAUSS 336 25038 1245 FED.- SPEC. £D. o
103, ED-O&M-MIVSS 8 ns 145 TOTAL VOCATIONAL EDUCATION o
104, ED.OAMTRAMIVES - 3738 EH 1245 MEDICAID MATCHING IFUND: [
103, UD-TR-MUSS 7 s 145 EMEGRDENCY INAORANT ASSISTANCE o
106. TD-TR-MIVSS 3128 216 145 SERVE AMERICA o
107, ED-TRMR/SS 398 m 1AS  FOREIGN LANGUADES ASSISTANCE [
108, ED-ORM-TR-MIUSS 931 s 1245 MC KINNEY EDUC. FOR [IOMELESS CHILDREN [)
109, ED-O&M-TR-MIUSS 38 89 1245 TRAINING SCIIOOL IIEALTI| PURSONNEL )
110, ED-O&M-TR-MR/SS a8 0 ‘1245 ESCA-TITLE | EISENIOWER - MATIUSCI. FORM, [
141, ED-ORM-TR-MIUSS 3798 1 1243 ESEASTITLE Il EISENIIOWER - MATH/SCL COMP. 0
112, ED.ORM-TR-M/SS 3040 2 1245 SPECIAL STUOIES IOGRAM [) .
113, ED-O&M-TI-MIUSS " wao 1w 1245  TOTAL GOALS 2000 [)
114, ED-O&M-TRMIVSS 2940 98 1245  DEPT OF RUIIABILITATION SERVICES )
115, ED-ORM-TR-MIUSS 39.40 ) 1245 STEP. [
116, E0-O/M-TR-MNSS a0 300 1243 PEDURAL EMERGENCY MANAGEMENT AtQ o
117, ED-ORM-TR-MSS W40 302307 1245  OTIIER FEOZRAL FUNDS [
118. RENT 40 02 [} OTIER FEDERAL FUNDS 0
119, TOTAL DEDUCTIONS FOR TUITION COMPUTATION (LINES 49 TIIROUDI | 115) s 155,250
120, NET OPERATIND EXPENSE FOR TUITION COMPUTATION (LINE 4G MINUS 119) 568,541
121. AOO TOTAL DEPRECIATION ALLOWANCE (PADE G2, COL. F.) 31,258
122, TOTAL ALLOWANCE FOR TUITION COMPUTATION (Linc 120 + Lia 121) 700,799
12). AVERAGE DAILY ATTENDANCE  (Sea tho Genarat Siste Akt Claim for 1995+96 (SO 50-44) Lina 24) wn
124, PER CAVITA TUITION CIIAKDT (LING 122 DIVIOED DY LINE 123) S 240907

o . ) . [
el 124
' - 108

BEST COPY AVATLABLE
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APPENDIX I
School Funding Principles
Adopted March 16, 1995

On March 16, 1995, the Illinois State Board of Education
adopted these School Funding Principles:

The state has the responsibility to. provide for each
student high-quality educational opportunities to meet
Illinois’ academic content and performance standards,
to determine the cost of providing those opportunities,
to assess student learning and to hold schools account-
able for student success.

A goal of the state is to ensure equitable access to high-
quality educational opportunities for all students,
regardless of need.

The system of public school funding should allow for
locally authorized expenditures above the amount
necessary to provide high-quality educational
opportunities.

BEST COPY AVAILABLE
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IV. School districts should receive comparable resources for

equivalent local tax effort. State and local funding
should be neutral with respect to school district organi-
zation.

The revenues to support access to high-quality educa-
tional opportunities for public school students must be
stable, predictable and balanced among multiple sources.
The majority of education revenues statewide should be -
provided by the state.

.ah,‘ﬁf
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APPENDIX ]
Property Taxes in Illinois

Local Assessment and Taxation of Property

More than 99 percent of all property is assessed locally. In
township counties, the township is the assessment unit. In
“commission” counties, where there is no township govern-
ment, property assessment is performed at the county level.
(The 17 commission counties are Alexander, Calhoun, Edwards,
Hardin, Johnson, Massac, Menard, Monroe, Morgan, Perry,
Pope, Pulaski, Randolph, Scott, Union, Wabash, and
Williamson:)

The property tax cycle extends over two years. The tax year
is the year of assessment and reflects the value of property as
of January 1. Thetax bills are distributed and the taxes are paid
in the year following the tax year.

In Illinois, all real property is required to be reviewed and
.reassessed every four years. Between these quadrennial assess-
ments, properties whose condition has significantly changed,

or which are incorrectly assessed, are subject to reassessment.

The last quadrennial assessment in commission counties was
in 1994; in township counties the last was in 1995. Clark,
Crawford, Edgar, Lake, Madison, Menard, and St. Clair coun-
tiesare divided into four assessment districts and Cook County
isdivided into three assessment districts. In these counties one
district is reassessed each year on a rotating basis. Farmland is
revalued every year.

Once boards of review complete their adjustments and finalize
assessments and the state has certified an equalization factor to
the county, taxes are extended by the county clerk. Tax rates
are computed by dividing the levy for each fund ina particular
district by the equalized assessed valuation of the district. If the
computed rate is higher than the applicable statutory tax rate
limit, then the legal maximum rate is applied. The rates may
be further reduced in districts affected by the Property Tax
Extension Limitation Law.

Tax bills on 1995 assessments were sent out in 1996. Property
taxes are collected in two installments due in June and Septem-
ber, except in Cook County where the first installment is due
inMarchand thesecond in June. With county boardapproval,
counties can collect taxes in four installments.

Property taxes are locally raised, locally administered, and
locally spent. All property taxes are spent by taxing districts
which serve the area from which the taxes are collected.

State Role in Property Tax Administration

Although the property tax is alocal tax, the state, through the
Local Government Services Bureau of the Department of
Revenue, has the statutory duty and responsibility to “direct
and supervise” the local assessment process.

Q
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The bureau is involved with the local administration of the
property tax in a number of ways including providing techni-
cal assistance, maintaining taxing district maps, approving
exemptions, equalizing assessments among counties, adminis-
tering the personal property replacement tax, and assessing
some property.

Technical Assistance

The Department of Revenue publishes appraisal and assess-
ment manuals, performs complex commercial and industrial
appraisals at assessors’ requests, and provides a variety of other
technical services. The department also conducts training
programs for assessors and board of review members on
property tax assessment procedures.

Taxing District Maps

The department prepares and maintains taxing district maps
for all counties in the state. The maps maintained by the
department outline boundaries of counties, political town-
ships, municipalities, and taxing districts such as park districts,
school districts, sanitary districts, community college dis-
tricts, fire protection districts, and other property tax districts.
In addition, the department maps detail major rivers, lakes,
and railroads.

One of the main reasons for maintaining such maps is to ensure
correct allocation of the assessed values of the operating prop-
erty of railroads to the various taxing districts. The detail forthe
preparation of these maps is obtained from each county clerk.
New districts, dissolutions, and changes in existing districts
must be reported to the department by the county clerks under
the provisions of Section 110.125 of the Illinois Administrative
Code. Updating taxing boundaries based on the changes submit-
ted by county clerks will be facilitated with the department’s
change to a Geographic Information System (GIS).

Approval of Exemptions

The department approves non-homestead exemption applica-
tions submitted by county boards of review or appeals. The
decision of a local board of review or appeals to exempt any
real property is not final until approved by the Department of
Revenue.

Equalization

The responsibility for equalizing the average level of assess-
ments among all counties in the state has been assigned to the
department. The guiding principle in any assessment program
is uniformity. In terms of the state’s involvement, uniformity
inassessed values is necessary for 1) equally distributing thetax
burden in districts which lie in more than one county,

&
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2) providing a fair basis for the distribution of some state
grants-in-aid, 3) applying tax rate and bonded indebtedness
limitations to units of local government, and 4) maintaining
the statutory assessment level.

The sales ratio studies conducted annually by the department
provide the foundation for intercounty equalization. These
data allow the comparison of assessed valuesand market values
and are used to calculate the equalization factors which are
certified annually to each county. Theequalization factors are
used to adjust assessments in a county by a given percentage to
bring county assessment levels to the statutory standard.
Taxes are extended on assessed values after equalization. Sales
ratio study results are published and distributed annually by
the Department of Revenue.

Personal Property Replacement Tax

The Illinois Constitution of 1970 abolished the corporate
personal property tax in Illinois as of January 1, 1979, and
provided forthe replacement of revenues derived from thistax
by creation of the Personal Property Replacement Tax. The
Department of Revenue certifies each taxing district’s share of
the replacement revenues collected by the state. Paymentsare
made eight times per year to approximately 6,700 units of local
government and school districts.

State-Assessed Property

The Department of Revenue is responsible for the assessment
of railroad-operating real estate and pollution-control facili-
ties. The department certifies these assessments to county
officials for inclusion in the local tax base. Taxes on these
properties are collected and spent locally.

Property Tax Developments
Assessment and Equalization

From 1927 until 1971, the statutory assessment of property
was 100 percent of fair cash value. In the late 1960s and early
1970s, assessing authorities had generally been assessing prop-
erty at a lower level. In 1971, Public Act 77-725 became law,
defining “fair cash value” to mean 50 percent of the actual value
of property in all counties not classifying real property for
taxation purposes.

Also, in the 1960s and early 1970s, changes were made to the
method of calculating the county equalization factors. For
some time the multipliers were issued only for the quadrennial
assessment years, and there was a period when the multipliers
were frozen. The Illinois Supreme Court decision dated
April 16, 1975, Hamer v. Lebnhauser, 60 111. 2d 400 indicated
that differences in assessmentand equalization practices would
not be permitted to continue. The legislature realized that if
the 50 percent level was immediately mandated, many coun-
ties” equalized assessed valuation would go up substanuially.
As a result, Public Act 79-703 was passed.

Q

Public Act 79-703 directed the Department of Local Govern-
ment Affairs to equalize county average assessment levels
annually at the statutory assessment level. Effective as of the
1975 tax year, the statutory level was set at 33 1/3 percent of
the market value. To facilitate the implementation of the law,
a three-year transition period was allowed. Counties below
33 1/3 percent were assigned target levels to bring them to
33 1/3 percent in three steps. All counties were protected by
a provision that no multiplier would be assigned that would
reduce a county’s total equalized assessed value, excluding new
property, below the 1974 equalized assessed value.

The validity of the state multiplier was upheld by the supreme _
court in two cases brought under Administrative Review Law
contesting the Cook County multiplier. The first case, Airey
v. Department of Revenue, 116 111. 2d 528, 1987, upheld the
methodology of the department. The second, Advanced
Systems, Inc. v. . Thomas Jobnson, 126 1ll. 2d 484,1989, upheld
the hearing process used for the mulupliers.

Property Tax Appeal Board

The State Property Tax Appeal Board was created in 1967.
The board hears appeals of decisions of county boards of
review and may revise assessments of property based on
evidence presented at its hearings. State assessments are not
subject to review by the Property Tax Appeal Board. Public
Act 89-126 (House Bill 1465) allows appeals to the Property
Tax Appeal Board of decisions of the Cook County Board of
Appeals for residential property beginning with the 1996
assessment year and for other property beginning with the
1997 assessment year.

Farmland

Prior to the late 1970s farmland was assessed like all other
property on the basis of fair market value. With the passage
of legislation in 1977, the assessment of farmland began to
move toward agricultural use valuation. Use value assess-
ments recognize a difference between value in use and value in
exchange (market value) and are generally lower than market
value assessments.

In the early years (1977-1979), the department certified a top
value to each county based upon a three-part formula which
considered value of agricultural products sold in the county,
value of principal crops in the county, and average sale price
of farmland in the county. This top value was assigned to the
best land in the county, and the value was reduced downward
proportionately for less productive land.

For tax years 1981 and following, farms are assessed according
to “agricultural economic value,” which is defined by law. To
be eligible for assessment as a farm, a tract of land must have
been used for agricultural purposes for the two preceding
years. Anagricultural economic value based on the netincome
of farms in Hlinois is the basis of the assessment of farmland.
Farm homesites and dwellings are assessed at one-third of the
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market value; farm buildings are assessed at one-third of their
respective contribution to the farm’s productivity.

Personal Property Tax

In the 1972 tax year, a marked decline in the property tax base
resulted from the abolition of the tax on personal property
owned by individuals. Corporations, partnerships, and trusts
continued to be taxed on personal property through the 1978
tax year. Since tax year 1979, only real property has been
subject to property taxes.

Homestead Exemptions

The Illinois Constitution of 1970 provided the authority to

grant homestead exemptions. Presently, there are five types of
homestead exemptions:

The general owner-occupied homestead exemption is avail-
able to residential property that is occupied by the owner or
a lessee with an ownership interest as the principal dwelling
place. The amount of the exemption is the increase in the
current year’s equalized assessed value above the 1977 tax year
equalized assessed value. The maximum exemption was raised
to $3,500 for 1983. In Cook County only, this was increased
to $4,500 beginning with the 1991 tax year. There were
2,682,148 exemptions for 1994 taxes, statewide; the total
valuation reduction was $9,989,879,865.

The senior citizens homestead exemption, effective for tax
year 1972 and subsequent tax years, is a $2,000 reduction in the
equalized assessed valuation of real property that is (a) owned
and occupied solely by a person 65 years of age or over, or is
owned by sucha person asajoint tenant or tenant in common;
or (b) leased and occupied by such a person who is obligated
to pay the taxes on the property. In Cook County only, this
was increased to $2,500 beginning with the 1991 tax year.
There were 255,469 exemptions in Cook County
(8637,106,688), 94,177 exemptions in the collar counties
($188,346,053), and 322,608 exemptions in the rest of the state
(3636,430,618). Total valuation reductions, statewide, for
1994 taxes were $1,461,883,359.

The bomestead improvement exemption is limited to the fair
cash value added by the improvement, up to an annual
maximum of $30,000, ($10,000 of equalized assessed valuation)
and continues for four years from the date the improvement
is completed and occupied. For tax year 1994, 56,080 such
exemptions were approved (all outside of Cook County)
resulting in a total valuation reduction of $158,725,053.

The disabled veterans’ exemption exempts up to $50,000 of
the assessed value. The llinois Department of Veterans’
Affairs determines eligibility for this exemption which must
be reestablished annually. There were 430 disabled veterans’
exemptions approved for tax year 1994 resulting in a total
valuation reduction of $10,265,547.

The senior citizens assessment freeze homestead exemption
first became available for the 1994 tax year. It allows qualified
senior citizens to elect to maintain the equalized assessed
valuations of their homes at the base year values and prevent
any increase due to inflation. Thisexemption must be applied
for annually. Statewide, there were 170,152 exemptions for
the 1994 tax year resulting in a total valuation reduction of

$156,427,458. The average exemption was slightly more than
$919.

General Authority Tax Abatements .

Threetypes of general authority abatements are available from
local taxing districts: 1) commercial and industrial, 2) lease-
hold, and 3) urban decay.

The commercial and industrial abatement is provided for by
35 ILCS 200/18-165. In general, the abatement applies to the
property of any commercial or industrial firm, including, but
not limited to, the property of any firm that is used in
collecting, separating, storing, or processing recyclable mate-
rials. The aggregate amount of abated taxes for all taxing
districts combined cannot exceed $1 million over a 10-year
period. Some horse racing and auto racing facilities also
receive limited abatements that may not exceed 10 years.

Leaseholdabatements are provided for by 35 ILCS 200/18-175.
These apply to certain leasehold interests in a property on
which a restaurant and overnight lodging facilities are located
and leased from the Department of Natural Resources.

Urban decay abatements apply to any area demonstrating
conditions of a “blighted” or “conservation” area, as defined in

. 65 ILCS 5/11-74.4-3. A home rule municipality may abatea
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percentage of the taxes levied for a period not to exceed 10
years on each parcel of property that is located in an area of

urban decay. This abatement is provided for by 35 ILCS 200/
18-180.

Enterprise Zones

The Enterprise Zone Act took effect December 7, 1982, and
authorizes the Department of Commerce and Community
Affairs to certify a limited number of enterprise zones in
depressedareas of the state. Associated with the zones are state
income tax, sales, and property tax incentives to encourage
businessinvestment. Under the act, each unit of local govern-
ment has the authority to abate property tax on business
improvements added to real estate subsequent to the creation
of the enterprise zone. These abatements, provided by
35 ILCS 200/18-170, apply to all classes of real property. Such
abatements are limited to the term of the zone and apply only
to theamount of the improvements; there is no specified dollar
limit as there is under the General Authority Abatement.
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Tax Increment Financing

Tax increment financing (TTF) is a financing tool used to
redevelop blighted areas and create economic recovery. The
five types of property tax TIFs are explained below.

Tax Increment Allocation Redevelopment Act. This act,
provided for by 65 ILCS 11-74.4-1 et seq., allows Illinois mu-
nicipalities to designate some areas, i.e., residential neighbor-
hoods, commercial business districts, or industrial areas, as
redevelopment areas and create a TIF district. The tax
revenue, derived from the assessment increases in the project
area, is used to pay for the public investments made in the TIF
area and certain costs to the developer. The TIF district is
dissolved once all redevelopment costs are paid or at the end
of 23 years, whichever comes first, although some have been
extended to 35 years.

Economic Development Area Tax Increment Allocation Act.
This act, provided for by 20 ILCS 620/1 et seq., encourages
commerce and industry on sites of at least 320 acres. The
guidelines include creating and maintaining no less than 2,000
jobs, and the private investment of at least $100 million. These
areas are certified by the Department of Commerce and
Community Affairs and are limited in number.

County Economic Development Project Area Property Tax
Allocation Act. This act, provided for by 55 ILCS 85/1
et seq., allows forarebatetoany developer or nongovernment
person of taxes generated from the increase in the tax base of
the project area, if the TTF areais located in an enterprise zone.
The act applies only to counties that are adjacent to the
Mississippi River, with 200,000 to 300,000 inhabitants. Other
guidelines include creating or retaining no less than 1,000 jobs,
and the private investment of at least $50 million. These are
also certified by the Department of Commerce and Commu-
nity Affairs.

County Economic Development Project Area Tax Increment
Allocation Act. Thisact, provided forby 55 ILCS 90/1 et seq.,
limits the number of areas that could be created to the first 20
months of its inception. The act allows for a rebate to any
developer or nongovernment person of taxes generated from
the increase in the tax base of the project area, if the TTF is
locatedinan enterprise zone. Thearea must coveranaggregate
of 5,000 acres and the county unemployment rate cannot be
less than 12 percent. The guidelines also include creating or
retaining 1,000 jobs, and the private investment at least $100
million.

Industrial Jobs Recovery Law. This law, provided for by
65 ILCS 5/11-74.6-1 et seq., allows municipalities that meet
certain site conditions, i.e., unemployment, declining EAV,
vacant industrial buildings, or environmental contamination,
to create TIF districts. If no project is initiated within five
years, the municipality may adopt an ordinance repealing this
designation.
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Truth-in-Taxation Law

The Truth-in-Taxation Law became effective on July 30,
1981. It requiresany district levying more than 105 percent of
its prior-year extension to publish a notice in the newspaper
and hold a public meeting concerning the proposed levy
increase. If the provisions of the law are not met, the county
clerk may not extend an amount greater than 105 percent of
the prior year’s extension. An amendment signed into law
December 5, 1989, defined the aggregate levy to be used in the
105 percent comparison and the form to be used for the public
notice. (Reference: 35 ILCS 200/18-55 ez seq.)

(A more detailed discussion of the Truth-in-Taxation Act can
be found in Part V.)

Property Tax Extension Limitation Law

The law limits the increase in property tax extensions to five
percent or the percent increase in the Consumer Price Index
(CPY), whicheverisless. Thelaw firstapplied to the 1991 levy
year for taxes payable in 1992. Increases above five percent or
the CPI must be approved by the voters in a referendum. The
law imposes a mandatory property tax limitation on taxing
districts located entirely in DuPage, Kane, Lake, McHenry,
and Will Counties. Taxing districts that overlap into other
counties are included in the mandatory provisions of this law
only ifamajority of the equalized assessed valuation (EAV) for
the 1990 levy year was in the collar counties. Cook County
taxing districts were added in 1994. Public Act 89-510 ex-
tended the provisions of the Law to all other counties if county
referenda are approved by the voters. Home-rule taxing
districts are not affected by the law.

(A more detailed discussion of the Property Tax Extension
Limitation Law can be found in Part V.)

Senior Citizens Real Estate Tax Deferral Law

Public Act 83-895, known as the Senior Citizens Real Estate
Tax Deferral Law, established a program by which people
who are 65 years of age or older and meet prescribed criteria
may defer all or part of their real estate taxes. This program
began with the 1983 tax year with taxes payable in 1984. It is
administered by the county treasurers, and participants must
reapply for each year they wish to defer their taxes.

In effect, the state pays the taxes for such taxpayers and
acquires a lien on the property for the amount of the taxes and
interest thereon. Upon the taxpayer’s death, his/her heirs
may pay the amount of the lien to the State or the State may
sell the property to recover the amount of the lien. Units of
local government suffer no loss of tax revenue under the Senior
Citizens Real Estate Tax Deferral Act.
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Taxes deferred

Tax Year Participants and lien fees
1994 1,296 $2,701,508
1993 913 1,838,472
1992 527 978,495
1991 441 794,704
1990 328 539,534
1989 295 432,605
1988 232 289,154
1987 223 240,906
1986 178 187,729
1985 153 150,364
1984 112 107,803

Circuit Breaker Property Tax Relief Program

The “Circuit Breaker” property tax relief program, provided
for by 320 ILCS 25/1 et seq., was initiated in 1972 by the
Senior Citizens and Disabled Persons Property Tax Relief and
Pharmaceutical Assistance Act. The intent was to protect the
assets of low-income senior and disabled residents who could
least afford the burden of property taxes, both for the taxes
they paid directly and for those they paid indirectly through
rent or nursing home charges. The program has undergone
many changes since its initial inception, but the property tax
relief has remained a constant feature. In order to qualify, a
person must be 65 years of age or older, or 16 years of age or
older and totally disabled, and meet prescribed criteria. The
department administers the program. Claimants must file
each year. A rtotal of 251,687 property tax grants were
processed during the 1994 calendar year, totaling more than
$70 million.

Cook County Real Property Classifications

Cook County classifies real property for the purpose of
taxation. In 1974, the Cook County Board passed an ordi-
nance establishing five assessment classes and the percentage of
market value at which each class is to be assessed. This
ordinance has been amended three times and currently there
are nine classes. Cook County real estate is classified by the
assessor into “minor.classes.” These are further classified into
the “major classes” by the ordinance.

Source: Various publications of the Illinois Department of
Revenue.
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